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Current Business Trends 


Eyes on Price Control 


FTER recovering through the month of June from 
the two-month jitters of strikes, industrial pro- 
duction opened the second half of 1946 under a cloud 
of uncertainties on the death and resurrection of the 
OPA. While sentiment among businessmen had ap- 
peared strong for curtailment of OPA power, some 
measure of continued price control was generally 
anticipated so that the manner of OPA’s sudden end 
came unexpectedly to most of the business world. 


Chart 1: Wholesale Prices of Manufactured 
Products and Hourly Earnings in Twenty-five 
Manufacturing Industries 
Sources: Bureau of Labor Statistics; THz CoNnrerENCE BoarpD 
Index Numbers, 1926=100 
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The “unbridled inflation” to which the country 
would be subjected, according to political hue and cry, 
if either the proposed Taft legislation were enacted or 
the OPA killed has become a source of new uncertain- 
ties in business planning.! Statements that huge price 
increases were in prospect have aided the exertions of 


1The situation recalls that surrounding the death of NRA in 1935 
which was followed by a sharp recovery. 
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pressure groups for tight control. Actually, OPA-sanc- 
tioned increases in wholesale prices of about 5% in 
the four months following the President’s new wage- 
price policy of February 14 were nearly as rapid as 
the practically uncontrolled rise of 1919. 

Government forecasts of large unemployment were 
back of the basic policies which forced these price in- 
creases. Last year some government authorities pre- 
dicted that the number of unemployed would reach six 
million to eight million by early spring, a forecast that 
in January was postponed to June or July. Latest Bu- 
reau of the Census estimates, however, show a decline 
from the postwar unemployment peak of 2.7 million 
reached in March to 2.3 million in May. 

With prospects in June that OPA limitations would 
soon be enacted, or at least the uncertainties attend- 
ing its life would be ended, and with business freed 
from most of the major strikes, industrial activity re- 
covered to about the level of the beginning of the 
year, or the same point reached between the steel and 
coal strikes. At midyear, 1946, weekly indexes were 
about 13% below a year ago, a much narrower re- 
duction than had prevailed for some time. 

Despite many curtailments of manufacturing be- 
cause of the shortage of coal, the over-all slowdown 
in May was surprisingly small, only 5% from the 
postwar highs of November and March, as measured 
by the Federal Reserve adjusted index of industrial 
production at 160 (preliminary, 1935-1939=100) .1 
(See Chart 2.) Effect of the coal and other strikes, 
nevertheless, has been far more severe on the whole 
economy than is measured by the mere setback of 
this index, as all evidence points to the possibility that 
industrial activity could have kept expanding through 
the spring if labor troubles had been more quickly 


1The April index was revised upward two points to 165; March 
was 168. 
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Chart 2: 


Construction Contracts Awarded and 
Industrial Production 

Sources: F. W. Dodge Corporation; Federal Reserve 

Index Numbers, 1935-1939 = 100; Seasonally adjusted 


Chart 3: Weekly Rates of Steel-mill Operations 
Source: American Iron and Steel Institute 
Percentage of Capacity 
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Chart 4: Consumption of Chemicals 
Source: Chemical and Metallurgical Engineering 
Index Numbers, 1935 = 100 
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adjusted. Nor does the index reflect the continued 
hampering of factory operations and construction into 
the summer as a result of strike-fostered shortages. 
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Chart 5: Shoe Production and Leather Tanning 
Source: Federal Reserve 
Index Numbers, 1935-39 = 100 
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Chart 6: Production'!, Domestic Shipments and 
Stocks of Refined Lead 
Source: American Bureau of Metal Statistics 
Thousands of Short Tons 
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1Production and shipments by years on monthly average basis. 


The spring slowdown in industry and the accom- 
panying inflationary contest between wages and prices 
(see Chart 1) gave rise to various misgivings regard- 
ing the business trend. Buyers’ strikes were discussed 
and reports were circulated that large cancellations 
had been made of machine-tool orders. The Depart- 
ment of Commerce indicated that buyers were fast 
gaining control of the industrial equipment market. 
Along with this kind of news, the stock market in the 
third week of June got its most severe setback in 
several months. 
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CHART 7: WHOLESALE PRICES OF ALL COMMODITIES AND BUILDING MATERIALS IN WORLD WAR I AND 
WORLD WAR II 
Source: Bureau of Labor Statistics 
Index Numbers, 1926=100 
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Chart 8: Production of Textile Fabrics and Wool! 
Textiles 


Source: Federal Reserve 
Index Numbers, 1935-1939 =100; Seasonally adjusted 
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1Based on carpet wool consumption, apparel wool consumption, woolen and worsted 
yarn spindle hours and broad loom hours operated. 


In the face of publicity about the public being less 
anxious to buy merchandise, weekly department store 
sales in June continued to show gains of at least one 
third over a year ago. They were also greater than 
average weekly gains earlier in the year and mail and 
chain stores made nearly as large gains. Some indi- 
cations appeared, however, that buyers were becom- 
ing more discriminating on quality.* 


FLOOD OF GOODS RISING 


In the outlook on retail volume, several authorities, 
both in the government and among merchants, have 
forecast a flood of consumers’ goods rising through 
the balance of this year, with possibly another half 
year or so to catch up on some shortages. Even then 
it does not necessarily follow that a buyers’ market 
would mean a severe slump in business, although it 
might logically be expected to indicate a rounding off 
of the current steeply ascending curve. 

Expectations on retail trade, however, need not be 
left wholly to such vagaries as a buyers’ strike. In- 


Retail trends are discussed more in detail on p. 271, and the buyers’ 
strike after World War I on p. 245. 
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Chart 9: Quarterly Passenger Automobile Output 


Sources: Department of Commerce; War Production Board; 
Civilian Production Administration 
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come payments and department-store sales have run 
to far greater gains over prewar levels than has in- 
dustrial production, which in such industries as steel 
and automobiles has lagged in recent months even 
behind 1939, (See Table 1.) These differences may 
be interpreted in a broad way as measures of deficien- 
cies in production as compared with potential de- 
mand. The gain in retail sales is partly accounted for 
by a rise in prices, which as officially reported may 
not fully reflect what buyers actually pay, but even 
so the content of Table 1 would indicate a current 
high physical volume. 
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TABLE 1: CHANGES IN INDUSTRIAL INDICATORS 


While statistics on 


April 

Item 1946 
Industrial production... 22.485 4aer| eee 164 
Steel ingot production................ 000 tons 5,860 
Automobile, truck and bus production.| 000 units 248 
Cotton consumption...............-. 000 bales 814 
Raper prodiiction!..c2 2 ier cis sele ees | 102.7 
Department store sales!..............] ...... 250 
Wholesale commodity prices®..........]  ...... 110.2 
Retail prices* 255. ao eee isvenis ere steers ra ren 144.8 
National income payments........... million $ | p12,737 | 12,960 

Twenty-five manufacturing industries* 

Average hourly earnings............ 1.165 
Average weekly earnings........... 46.92 
Employment’.a..5s00 sen coss steelscns millions 54.6 


1Federal Reserve adjusted index, 1935-39 =100 
2Bureau of Labor Statistics, 1926 =100 
Department of Commerce, 1935-39 =100 


5Bureau of Census 


Table 2: Refined Copper Production, Shipments 
and Stocks 


Source: Copper Institute 
Thousands of Net Tons 


Production Deliveries to Customers Refined 

Stocks’ 

End of 

Crude Refined | Domestic?| Export Total Period 

1939) <4... 836.1 818.3 814.4 134.2 948.6 159.5 
1943...... 1,194.7 | 1,206.9 {1,643.7} ..... 1,643.7 52.1 
1945...... 841.7 B48 Dy LSE BO occa 1,517.8 76.5 
6 mo. 45 438.9 449.2 OSTES! Hire criss 931.3 70.7 

1946 

January . 58.2 69.0 V1G26i)| Wes eee 115.6 12.8 
February 41.7 49.9 86.1 0.9 87.0 74.3 
March. 41.8 20.1 BB AGU hy ee. ae 58.6 70.2 
April..... 29.3 19.0 TE Sale. ae 75.8 65.4 
Mayas ene $1.9 20.6 O86) hy. aoe 93.6 75.8 
June.... 32.8 23.9 OBS Buc cee 95.3 79.1 
6 mo. 46. 235 .6 202.5 525.0 0.9 525.9 79.1 


1Mine or smelter production or shipments, and custom intake including scrap. 
*Beginning March, 1941, includes deliveries of duty paid foreign copper for do- 


mestic use. ae 4 2) 7 
3At refineries, on consignment and in exchange warehouses but not including con- 
sumers’ stocks at their plants or warehouses, 


FULL EMPLOYMENT AT HAND 


Rapid gains in employment provide a basis for ex- 
pecting continued heavy consumer demand in all lines. 
Even from March to May, while industral activity 
was pared by strikes and many factories ran short of 
materials, civilian employment, as reported by the 
Census, rose more than 2.3 million to 55.3 million.1 At 
this rate it would not take long to realize some of the 
more fanciful dreams about full employment—if the 
labor force could be expanded 2.4 million. The latter 
was estimated by the Bureau of the Census at 57.6 
million in May—as against the popular figure of 60 
million postwar jobs. On the basis of some of the more 
conservative estimates of postwar economy made in 
1944, “full employment” has arrived.” 


1June civilian employment was 56.7 million but unemployment 
rose 250,000 to reach 2,560,000. 

*See The Business Record, Dec. 1944-Jan. 1945, and “Measuring 
and Projecting National Income,” Studies in Business Policy, No. 5, 
1945. 
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80.8 | +37.4 444.9 that new hazards have 
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all +115.8 the OPA dilemma. If 
759 | +55.1 +63.5 the OPA had come to an 
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n.a.Not available 


pPreliminary tion would be clear 

but until this situation 

becomes definite business prospects. will be 
clouded. 


The subject of further wage increases is raised anew 
by the OPA problem. It has been reported that the 
bogey of runaway prices would frighten unions into 
further demands. However, union leaders may face a 
new responsibility for price rises, since wage increases 
would more readily force price increases if the gov- 
ernment were unable to check prices with one hand 
while granting them wage increases with the other. 


TOOL CANCELLATIONS LIMITED 


A small increase in machine-tool cancellations in 
proportion to unfilled orders took place in May. 
The whole net order situation in June is not yet 
known, but preliminary reports indicate that some 
early June statements on this subject were exag- 
gerated. A decline in machine-tool business has long 
been expected by many men in the trade, owing to the 
government surplus, but so far business has held up 
surprisingly well as compared with before the war. 
Latest reports from various other kinds of equipment 
makers indicate an extraordinary demand as com- 
pared with prewar. It is possible that any recent 
slowing down in demand has been the result of inabil- 
ity of buyers to carry through building expansion 
plans at this time rather than a lessening of need. It 
is also reported that automobile manufacturers may 
be postponing the placing of tool orders because of 
delays in changing from present models of cars. 

Automobile output has been retarded, and goals 
for this year have been reduced from early aims, but 
all indicators point to more rapid acceleration in 
July than had been expected a short time ago. 


METALS ARE BOTTLENECKS 


Copper may be an immediate bottleneck in the 
automotive industry, as well as in the manufacture of 
machine tools and all electrical goods. Lack of enough 
sheet steel may also hamper some of these industries, 
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Additional Articles on Current Business Trends on 


pages 271 to 276 


but plans are definitely under way to overcome this 
trouble, including large programs of expansion in cold 
sheet rolling capacity. 

Irrespective of an end to OPA and the subsidy sys- 
tem in the production of nonferrous metals, markets 
in these materials are faced with problems raised by 
the increase of copper, lead and zinc prices in Great 
Britain above June OPA ceilings. As both this coun- 
try and Britain are large importers in the absence of 
sufficient domestic output at current business levels, 
the two countries are now competing for supplies in 
world markets. With the end of metal subsidies, price 
increases are being made to sustain domestic output. 

Another highly significant factor in the business 


situation is the boom proportions to which construc- 
tion contracts have climbed. (See Chart 1.) New 
peacetime records are being set, according to some 
reports, despite official refusal by CPA to sanction 
many kinds of building. Among the various classes of 
industry, construction appears to constitute one of 
the largest backlogs favoring continued high industrial 
activity. 

While some quarters have questioned the Federal 
Reserve index of industrial production as being too 
high, it is now being asked whether it is high enough; 
as witness, miscellaneous and I.c.]. carloadings in May 
were only 13.1% less than a year ago, while the Fed- 
eral Reserve adjusted index of industrial production 
was off 28.9%. 


WruuM J. Note 
Division of Business Economics 


Was There a Buyers’ Strike in 1920? 


AT MIGHT be termed a “buyers’ strike” 
movement has recently put in an appearance 
at a point in time corresponding almost precisely to 
the beginning of a similar campaign following World 
War I. Now, as in the earlier year, this phenomenon 
is essentially a protest against what are regarded as 
unreasonably high prices or a threat of exorbitant 
demands on the part of sellers.1 

In some quarters it has been asserted that an al- 
leged rebellion of buyers finally brought about the 
1920 crash in prices, and claims are now being made 
that similar action might prevent drastic price in- 
creases otherwise feared. Meanwhile, both opponents 
and proponents of restoration of price controls now 
point either to 1919 or to 1920, or to both, as sup- 
porting their position. 

What actually happened in 1919 and 1920? 

The factors operating at that time appear to be 
very similar to those in operation today. Demand for 
goods came from three principal sources: domestic 
consumers, business enterprises wishing to replenish 
inventories, and foreign countries. All three impinged 
at about the same time upon the United States, since 
this was the only important country which was rela- 
tively untouched by the war. 

Consumer income was high and was increasing in 
1919 and during most of 1920. Statistical evidence in 
support of this can be found in the Federal Reserve 
index of factory payrolls as adjusted by Simon Kuz- 
nets. (See Table 1.) But while retail sales continued 


See account in The New York Times, July 10, 1946, p. 1, of plan- 
ned “buyers’ strike” by the New York City Consumer Council to 
start July 23. 


strong during this period they lagged behind the rise 
in factory payrolls. (See Table 2.) The peak in 
department store sales was not reached until July, 


Table 1: Index of Payrolls in Manufacturing 
Industries Adjusted for Secular Trend and 
Seasonal Variations 


Source: ‘Cyclical Fluctuations,” by Simon S. Kuznets 


Months 1919 1920 
A BILAT Veter bree eh shack te feel tiensy dun. tx 96 123 
EDEUary: reer ee tee sie ee st iecs. 90 121 
March eee mes. . etn eaaatens 89 126 
APTI, AES eee os ahi etek Seas 90 125 
May saree a ctiete alo wecks sane. cr een Neys. 2 89 126 
JUNC. ia see viaccres oa abiaie oe «5 93 129 
PTV AGe ek, Moe er CG, en Foran eh eA 97 126 
Aupist sence ois ca etm ete. Xs 101 126 
September. o.2icuiscge Gace es oa 103 120 
Ostober Ree ...Acaa tonto pierre 100 116 
Novyemben. ssccvem. -cte< ote oaranee eS 105 108 
December set. ee ee ne Meee 112 98 


1920, one month after the peak of factory payrolls 
and two months after the price break of May, 1920, 
which was supposedly precipitated by a “buyers’ 
strike.’ These data do not seem to lend much sup- 
port to the thesis of a “buyers’ strike.” 


“The key to it all,” said the editor of the Commercial 
and Financial Chronicle in 1921 analyzing the events 
of 1920 and the developments which led up to them, 
“was confidence in maintenance of the new price levels. 
. . . Let anything disturb or undermine that, and the 
whole structure would come toppling down. Unfortu- 
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nately, blows at confidence in these new price levels all 
of a sudden came raining down thick and fast. It is 
common to hear it said that the public entered upon a 
strike against high prices—that values had gotten up to 
such dizzy heights that consumers refused any longer 
to give the figures demanded. But there is little in that 
theory. The work people constitute the great bulk of the 
consuming classes, and at the time the course of mer- 
cantile prices was reversed these work people were still 
fully employed, and they were still spending their money 
in prodigal fashion, wholly indifferent as to the prices 
charged, sustained by the belief that further wage in- 
creases, which had never failed them during and since 
the war, could be depended upon to help them out if what 
they were getting proved insufficient for their augmented 
need. 

“There was abstention from buying, but it did not 
originate with the consuming masses. It began further 
down the line, and was due to a variety of causes, all 
acting simultaneously and coming from a number of 
directions, and all operating to the one end, namely im- 
pairment of confidence in the maintenance of the high 
level of values prevailing, this impairment of confidence 
in values being the one thing fatal to the continuance of 
the era of expansion and inflation which was straining 
the whole business structure. Misgivings seem to have 
arisen first among the banks. They grew apprehensive 
for a twofold reason—(1) because of the way mercantile 
prices had been and were still mounting up; and (2) be- 
cause of the demands of their customers upon them for 
loans by reason of these mounting prices. As a matter of 
caution, and not less because their credit facilities were 
not unlimited, they had to curtail the extension of new 
credit facilities to these customers. The borrowers, on 
their part, finding that additional accomodation at the 
banks for their growing needs was no longer within 
reach, had to limit themselves in giving new orders which 
they might be unable to finance when the time arrived 
for making payments. The Federal Reserve banks, by 
their action, in turn hastened the process. They grew 
alarmed, and with reason, over the prodigious extent to 
which the member banks were availing [themselves] of the 
resources of these central institutions, which primarily are 
meant to be drawn upon only in times of emergency, and 
they did what they ought to have done twelve months be- 
fore, namely put on the screws against unlimited borrowing 
by the member banks. This forced the mercantile banks 
to be still more rigid in restricting new accommodation 
to their customers. The result was that orders for goods 
had to be cut down, and accordingly buying diminished 
at the fountain head. Then came deevlopment after de- 
velopment, all going to show that fears as to the stability 
of the high price levels were well founded.” 


On the other side, one investigator! declares that 
“the manner in which this inflationary spiral was re- 
versed is distressingly simple. The consumer, 
protesting against rising prices, brought on the 
downturn by withdrawing from the markets. This 
‘buyers’ strike’ did not burst full blown upon 


Wilson F. Payne, “Business Behavior, 1919-1922,” The Journal of 
Business, July and October, 1942, p. 209. 


Table 2: Index of the Dollar Sales of 359 Depart- 
ment Stores Adjusted for Secular Trend and 
Seasonal Variations 


Source: “Cyclical Fluctuations,” by Simon S. Kuznets 


a startled nation. ‘Buy Nothing’ clubs were in 
evidence as early as August, 1919, and the movement 
gained increasing momentum as the winter deepened. 
January, February and March saw it at near peak 
intensity, but in April the passive resistance was at its 
meridian. The singular condition which enabled the 
consumer to take price matters into his own hands 
in the United States and not in Europe was that 
goods were actually plentiful here, whereas abroad 
they were not and the consumer was forced to part 
with his last note far short of filling his modest 
wants.” 

Evidence on the accumulation of inventories is 
rather scanty. Figures are not obtainable on a month- 
ly basis for inventories of all manufacturers and trad- 
ers. The available evidence on this point, however, 
seems to support the view that inventories of manu- 
facturers remained about the same from 1919 to 
1920 and that retail inventories rose rather sharply 
during this period. (See Table 3.) 

The best available evidence of the stocks in the 
hands of retailers is the index of department store 
stocks compiled by the Federal Reserve. (See Table 
4.) 

Department store stocks moved up much more 
sharply than production during this period. Not only 
did the rate of inventory accumulation of department 
stores exceed the rate of production during that period 
but it exceeded the increase in department store sales 
as well. Some of this increase in department store 
inventories undoubtedly represented necessary re- 
stocking, but much of it was the result of speculation. 

The consensus of investigators of this period is that 
the demand for inventories on the part of businessmen 
was the main cause of the 1920 price rise and col- 
lapse. 


“Inventory buying in the first few months of 1919 had 
been increasing at a relatively moderate rate. Once prices 
began to rise, however, . . . business broke into a wild 
scramble for stocks. . . . Anxious to secure goods, dis- 
tributors began duplicating orders with different suppliers. 
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Table 3: Inventories of Corporations 


Source: National Bureau of Economic Research 
Millions of Dollars 


1918 1919 1920 
Manufacturing.......... 8,994 11,219 11,886 
SUT Oi a eee 4,415 4,275 5,827 


The latter, confronted with a rapidly increasing backlog 
of demand, likewise duplicated orders with their own 
suppliers. Each was thus under the ‘competitive illusion’ 
that the demand for his product was virtually insatiable, 
and each proceeding under this illusion, magnified the 
demand to his own source of supply. Prices rose rapidly, 
encouraging forward buying and forcing prices up fur- 
ther. Rising prices and stock accumulation fed: one an- 
other until buying was whipped into a feverish pace.” 


A contemporary comment seems especially worthy 
of reproduction: 


“The situation at the beginning of 1920 was that each 
price advance has proved simply a prelude to a further 
advance, and that no sooner had wage earners succeeded 
in gaining one wage increase than they were laying plans 
for compelling still another. In every line of trade orders 
were a plenty, and little or no obstacle seemed to exist 
to new advances in prices, since with the purchaser the 
price was not so much a matter of consideration as the 
probability of having the order filled. In like manner 
labor was in such active demand that it would have been 
poor policy to haggle over the price to be paid for it, 
or the terms on which it was to be had, or the rules or 
other concessions that might be demanded. If costs of 
production did increase, what of it? A ready means for 
absorbing the added expense was within reach in a fur- 
ther advance in price, and buyer, distributor and con- 
sumer alike appeared indifferent as to what they had to 
pay. In such circumstances there could be no letup or 
contraction in the activity of trade and business. So long 
as prices kept rising, orders must continue to pour in, for 
price could not act as a deterrent upon buying while there 
was the certainty that the thing bought today, at any 
figure, might be disposed of tomorrow at a still better 
figure. For the same reason business disasters were at an 
unusually low level, keeping credit ratings unimpaired and 
enabling buyers to borrow in increasing amounts for the 
conduct of their business, inasmuch as it was impossible 
to fail in business, (except by reason of fraud and dis- 
honesty or rank incompetency) while the merchant or 
dealer could sell his goods and wares at a profit, owing to 
the continued rise in prices.’” 


The huge export of goods that took place during 
World War I continued in the postwar years. Since 
the United States was the only major country in a 
position to produce goods in any quantity, demand 
from all sides was felt in the United States. The 

1Eugene Rotwein, “Post-World War I Price Movements and 


Price Policy” The Journal of Political Economy, September, 1945, 
pp. 246, 7. 


“The Financial Review,” 1921, William B. Dana Company, 
New York, p. V. 


productive machinery of European countries could 
not supply the goods needed for relief and rehabilita- 
tion of Europe because of the destruction of plants, 
insufficiency of raw materials, lack of trained man- 
power, and the political uncertainties following the 
war in Europe. The shortage of ocean shipping pre- 
vented Europe’s deficiency in agricultural products 
from being supplied from more distant areas. As a 
result, American manufacturers and exporters were in 
a unique position. 


Table 4: Index of Department Store Stocks 
Source: Federal Reserve Bulletin 
1935-39=100; Seasonally Adjusted 


United States merchandise exports to all countries 
exceeded imports by far during 1919 and 1920. (See 
Table 5.) 

If merchandise exports had been completely or more 
nearly offset by merchandise imports into the United 
States, inflationary pressures would have been les- 
sened; goods produced in the United States would 
simply have been exchanged for goods produced 
abroad. Actually, huge foreign borrowing and direct 
government aid to foreign countries provided the 
dollars with which purchases were made in this coun- 
try. New loans to foreign countries, new direct invest- 
ments abroad, amortization payments to foreigners 
and net purchases by United States of outstanding 
securities provided foreigners with $719 million in 
1919 and $1,413 million in 1920. Amortization of debt 
payments to the United States totaled $335 million 
and $581 million, leaving a net increase of dollar pur- 
chasing power in the hands of foreigners from this 
source of $384 million and $832 million, respectively. 
Through various transactions the United States Gov- 
ernment placed a net amount (payments and loans 
abroad less those received) of purchasing power in 
the hands of foreigners of $2,395 million in 1919 and 
$203 million in 1920. In other words, dollar purchas- 
ing power was placed in the hands of foreigners 
largely through loans and other credit transactions 
and not through imports of goods or services. 

In early 1920, demand from abroad began to fall 
off. Improvements of shipping facilities in foreign 
ports decreased turn-around time, which, in effect, 
increased shipping tonnage. By 1920, ships which 
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Table 5: United States Exports, Including 
Reexports and General Imports, 1919, 1920 
Source: Department of Commerce 
Millions of Dollars 


1919 1920 
Exports. pec c cen oot ce etait om 7,920 8,228 
{imports s:).. fo Res a. eae oat mite 3,904 5,278 
Excess of Exports. ..5:s.0 by. cisssis aeons 4,016 2,950 


were out of service because of damage were repaired 
and back in service. This improvement in the ship- 
ping situation permitted other countries to compete 
more vigorously with the United States for markets. 
This was particularly true of countries producing raw 
materials and agricultural products. 

“In the meantime the United Kingdom, in par- 
ticular, had begun to recover its export capacity and 
to offer more competition to American manufacturers, 
while the acute shipping shortage was relieved in 
1920 and a larger volume of agricultural shipments 
from other areas became possible. Exports of pork, 
beef, and dairy products were especially affected, fall- 
ing sharply in 1920 from their wartime levels. In addi- 
tion, after the most critical and immediate relief needs 
were met, foreign demand tended to become more 
cautious and thus contributed to the decline in prices, 
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although the physical volume of United States agri- 
cultural exports remained far above the prewar level 
for several years.’ 

According to the evidence at hand, it would seem 
that the price drop which took place in May and 
June was not caused by the cessation of consum- 
er buying, since consumer spending, as measured by 
department store sales did not reach a peak until 
July, 1920. 

By the beginning of 1920, the huge demand for 
goods from abroad began to taper off as more ship- 
ping became available and more sources of supply 
could be drawn upon to satisfy European demand. 

Inventory restocking and speculation in commodi- 
ties, based on the continuous price rise, came to 
to an end in the spring of 1920. Demand, which here- 
tofore appeared to be boundless, was found to be 
definitely limited. Confidence in the continuance of 
an ever-rising price level, upon which this speculation 
depended, came to an end and precipitated the sharp 
fall in commodity values. 


Frank GastTaLpo 
Division of Business Economics 


Department of Commerce, “The United States in the World 
Economy.” Economic Series No. 23, Washington, 1943, pp. 142-3. 


Liquid Assets: Who Owns Them? 


CCUMULATED war. savings lie largely in the 

hands of the relatively well-to-do, and are more 

likely to enter the capital than the consumer goods 
markets. 

Such at least are the findings of a recent sample 
survey by the Department of Agriculture. 

These “liquid assets” have often been cited as a 
source of strength for postwar business and as often 
regarded as a threat of inflation. 

According to the department’s study, some 10% 
of the population? own about 60% of all the person- 
ally held “liquid assets”; about half the people own 
97% of them; and a quarter of the population own 
none at all. 

Such facts as these—if they are to be accepted as 
facts—suggest that it would be easy to overestimate 
the effect of the accumulated unspent personal war 
income upon postwar business. 

On the other hand, analysis of the “intentions” of 
the owners of these assets—another subject of inquiry 
in this same survey—indicates that from $5 to $6.7 


1Strictly speaking, 10% of the “spending units.” A spending unit 
is defined as (1) the members of a family or household living together 
and pooling income to meet major living expenses; and (2) indi- 
viduals not included in (1). Floating and institutional populations, 
and members o* the Armed Forces are excluded. 


billion of these holdings may come into the goods 
market this year. Such a sum added to funds oth- 
erwise available to purchasers might have a far from 
negligible effect if freely used. 

Further, the very possession of this reserve of funds, 
or assets easily converted into funds, could well lead 
to more liberal spending of current income. 


STATISTICAL FINDINGS 

The statistical data upon which these conclusions 
rest were obtained by the Department of Agricul- 
ture! in the course of interviews with 3,079 spending 
units chosen as representative of a “universe,” con- 
sisting of the population at large excluding floating 
and institutional elements and members of the Armed 
Forces. The results are given largely in percentage 
form. By applying these percentages to the “universe” 
from which the samples were drawn—estimated to be 
about 46 million spending units—it is possible to ob- 
tain certain interesting concrete figures. This has been 
done by Tue Conrerence Boarp. The results appear 
in the accompanying tables. 


1See “National Survey of Liquid Asset Holdings, Spending, and 
Savings. Part One. Major Findings.” A Survey Conducted for the 
Federal Reserve Board. June, 1946. A summary of this brochure 
appears in the June Federal Reserve Bulletin. 
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TABLE 1: CONCENTRATION OF PERSONAL LIQUID ASSET HOLDINGS 


Source: Bureau of Agricultural Economics 


United States Discount Bonds! 


Spending Units 
Ranked According 
to Their Holdings 


Bottom 20%.... 
LOL ee 


SOLAS Pe PP ey 
DB WARMARAAAD 


> 


Savings Accounts 


100 \25.40 


Checking Accounts Total Liquid Assets? 


PerCent} Amount | Average] Lowest ||PerCent| Amount| Average} Lowest 
of Hold- Held |of Hold-| Hold- | Hold- 


(@ Bil- Each | (8B | (Dee | (Del 
lion) Group | lion) lars) lars) 
10,565} 3,400 
2,993} 1,800 
1,761} 1,100 
0.16 1,057} 650 
‘ds 704) 400 
352} 200 
176 50 
0 

346 | 1,761 


“Alege price (75% of par value); the average current value is 2% 
igher. 


Includes all kinds of U. S. Government bonds and savings and checking accounts. 
aLess than 0.5%. 


Note: The spending units, in the above table, in any given 10% are not the same for the different columns. The top 10% for discount bonds, for example, is not composed 
of the same spending units as the top 10% for savings accounts, or checking accounts, or total liquid assets; a spending unit that ranks in one of the upper 10% groups with 
respect to bonds may have no bank deposits and be ranked in a lower group as regards total liquid assets. Figures throughout the table are approximate only. 


Table 2: “Spending Units” by Money Income 
Classes, United States, 1910-1945 


Sources: 1910—King, W. I. “The Wealth and Income of the People 
of the United States; 1929—Leven, Moulton, Warburton, “Amer- 
ica’s Capacity to Consume”; 1935-1936—National Resources Com- 
mittee, ‘““Consumer Incomes in the United States, Their Distribution 
in 1935-36”; 1942 and 1943—Office of Price Administration; 
1945—Department of Agriculture. 


Per Cent of Total 


Income Class 
(In Dollars) 


Under 1000..... 
1,000-1,500..... 
1,500-2,000. .... 


alncome class is $3,000-$4,450 

bIncome class is $4,450 and over _ 

Note: The “units” employed in this table are variously denominated “Spending 
Units,” “Consumer Units,” etc., and may not be strictly comparable from year to 
ma but are believed to be sufficiently so to warrant the comparisons here made. 

he class intervals of the 1945 data from the “National Survey of Liquid Asset 
Holdings, Bpepding, and Saving” have been readjusted on the basis of the assumption 
the units are evenly distributed within each interval. 


Table 3: Concentration of 1945 Net Money 
Incomes 


Source: Bureau of Agricultural Economics 


Spending Units sc . 
Tire | vincome, | Smallest | rege 
Percen Numbers Income | Billions of Lnletced Dollars 

of Total! Millions Dollars is Grogs 

Dollars 

hs LO ss. vs. 4.6 29 34.97 4,450 7,602 
2nd 10%..... 4.6 16 19.30 3,500 4,196 
8rd 10%..... 4.6 13 15.68 2,950 3,409 
4th 10%..... 4.6 11 13.27 2,450 2,885 
5th 10%..... 4.6 9 10.85 2,050 2,359 
6th 10%..... 4.6 7 8.44 1,700 1,835 
7th 10%..... 4.6 6 7.24 1,350 1,574 
Sarioy;. ..:- 4.6 5 6.03 1,000 1,311 
9th 10%..... 4.6 3 3.62 550 787 
Bottom 10%. 4.6 1 1.21 0 263 


> 
D> 


Total 100 | 120.60 2,622 


1Arranged according to income 


Table 4: Distribution of Amounts Saved in 1945 


Source: Bureau of Agricultural Economics 


1945 Income Saved 


Average 
Per Cent of Spending Number | Amount of 
Units! Percentage Amount in Group Income 
Billions of Millions Saved 
Dollars Dollars 
70%, saved.......... 22.80 32.2 708 
Top 10% saved.... 12.08 4.6 2,626 
Qnd 10% saved.... 4.33 4.6 941 
3rd 10% saved..... 2.74 4.6 596 
4th 10% saved..... 1.82 4.6 396 
5th 10% saved... . 1.14 4.6 248 
6th 10% saved..... 46 4.6 100 
7th 10% saved..... 23 4.6 50 
13% did not save any- 
regret. oak 0.00 6.0 
17% used previous 
savings for consump- 
tions et 6h nh -2.90 7.8 
Net savings...... 19.90 


1Arranged according to savings , ; y ‘ 
2Further data made public too late for inclusion here reveal that negative savings 
extended in surprising degree into the upper income brackets. 


By reference to Table 1 it is possible to learn, for 
example, that according to this survey, about 4.6 mil- 
lion spending units owned approximately $18.2 bil- 
lion of United States discount bonds, the average 
holding $3,963. About 18.4 million units held no such 
bonds at all, or virtually none. 

There are about 27.6 million spending units in the 
country without savings accounts, and the same num- 
ber (although not the identical units) without check- 
ing accounts. About 4.6 million units own 71% of all 
the balances in savings accounts, and another group 
of the same size own 79% of all the funds in check- 
ing accounts. 

As to total liquid assets,! it is found that there are 
13.8 million spending units in the country owning 
none, or only very small amounts—so small that 


Defined as United States Government obligations and bank 
deposits. 
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the holdings of 4.6 million units come to less than 
5% of the total. 

The same procedure applied to savings from 1945 
income yields the conclusion that there were 6.0 mil- 
lion units saving nothing in 1945, and that there 
were 7.8 million units which drew on previous sav- 
ings in the amount of $2.9 billion. Of the total sav- 
ings of $22.8 billion, a group of 4.6 million spending 
units accounted for about $12.0 billion, while another 
group of the same size accounted for $4.3 billion of 
the remainder. 

Table 3 showing the concentration of 1945 income 
probably affords some clue to the still greater concen- 
tration of savings and of holdings of" liquid assets. 
Here it is revealed that according to this survey 13.8 
million units out of a total of 46.0 million received 
about $70 billion out of $121 billion income of all the 
units in the “universe.” 


OFFICIAL CONCLUSIONS 


In the measured phrases of government economists, 
the major findings of the entire survey are: 


“The personal holdings in United States savings bonds 
and bank deposits—representing the bulk of the wartime 
savings of individuals—are concentrated in a relatively 
small segment of the population. Ten per cent of the 
spending units in the United States—the 10% that in- 
dividually own the largest amounts—own 60% of these 
liquid assets. A quarter of the spending units own no 
bonds or bank deposits at all, and another quarter own 
only 3% of the aggregate personal holdings in these 
forms. 

“Because of this concentration, the effect on the post- 
war economy of the personal liquid assets accumulated 
during the war will depend in the main on how a rela- 
tively small part of the population decide to use their 
holdings. 

“Although in 1945 the concentration of income was 
somewhat less pronounced than before the war, about 
80% of the spending units of the nation saved nothing 
out of 1945 income. Most of the money saved in 1945 was 
saved by a small proportion of the people. 

“People’s expressed intentions for 1946 indicate that 
several billions of liquid assets will be used for consump- 
tion and investment during this year. But just as before 
the end of the war, most people consider their liquid assets 
as earmarked for long-range purposes and not available 
for current expenditures; therefore, they intend to finance 
most of their planned expenditures, including those for 
durable goods and houses, out of current income or by 
borrowing. 

“According to people’s present expectations, they will 
save considerably less in 1946 than they did in 1945, 
even if incomes are good. Those who accounted for most 
of the 1945 savings expect to save much less this year. 
Some of them plan to spend income for large items not 
previously available, and some feel that higher prices 
will compel them to spend more for living expenses.” 


VALIDITY OF FINDINGS 


These findings, both statistical and otherwise, have 
provoked considerable discussion among economists. 
They appear to run counter to many a priori ideas 
rather widely held among informed students. It was 
inevitable that questions would be raised concerning 
their reliability. The investigators engaged in the 
study were often breaking new ground. There are no 
other figures purporting to give a breakdown of liquid 
assets holdings by size of holding. The savings figures 
here presented are not comparable with other classi- 
fications of similar data, the groupings here being by 
size of savings while those of other studies are by 
size of income. The income data as presented are not 
strictly comparable with similar compilations in the 
past.1 The sample selected for study is obviously quite 
small in relation to the “universe” from which it was 
drawn. 

The Department of Agriculture has, however, ap- 
plied the findings of the survey to the “universe” from 
which the sample was drawn, and then compared to- 
tals with the totals obtained in other studies. Except 
for bank deposits the totals thus obtained appear 
reasonably consistent with other estimates. It would 
appear, however, that a fairly substantial under- 
estimation of both savings and checking accounts 
occurred which is not explained by any known fact. 
This circumstance may partly be responsible for the 
higher degree of concentration in the ownership of 
bank deposits than in holdings of government bonds, 
but this would probably not result in a very serious 
distortion of the liquid assets picture as a whole. 

The procedure employed in the determination of 
savings leaves it doubtful whether such an under- 
estimation distorts the savings picture very seriously. 
The fact that no account was taken of loans made for 
consumption purposes during the year under study 
probably is to be regarded as an infirmity of the sec- 
ond order of importance, since the increase in con- 
sumer borrowing during the year was not very large. 

Possibly more important as regards holdings of 
liquid assets, is the fact that holdings of currency are 
not included at any point in the study. According to 
the Federal Reserve, personal currency holdings of in- 
dividuals at the end of 1945 amounted to $21.1 bil- 
lion. The increase during the year is estimated at $2.8 
billion. The Department of Agriculture estimates 
holdings of all liquid assets (excluding currency) by 
the population in its “universe” shortly after the end 
of 1945 at about $81 billion, and the net savings by 
these groups during the year at about $19.9 billion. 

It is possible by certain readjustments in the class 
intervals of the Department of Agriculture tables to 
compare the estimates of 1945 income distribution 


1Further data to be published in the near future may make possible 
at act rough comparison between earlier work and that now pre- 
sented. 
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with those made by other investigators for other re- 
cent years. This has been done, and the results are 
shown in Table 2. The 1945 figures appear to be rea- 
sonably consistent with other findings, and with what 
appears to be the general trend. So far as it goes, this 
fact tends to add to the credibility of the study now 
made public. Further development of the materials 
obtained in the survey by the Department of Agricul- 
ture is scheduled to appear shortly in additional 
brochures and in the Federal Reserve Bulletin. 

Meanwhile, the fact should not be lost to sight that 
1945 was, in a sense, a hybrid year—half war and half 
peace—during the latter part of which a very substan- 
tial amount of readjustment and unsettlement oc- 
curred. This circumstance may account for a good 
deal that many find surprising in the findings of the 
survey here under consideration. 


STATISTICS OF “INTENTIONS” . 


Quite apart from all considerations of this sort, sta- 
tistics of “intentions” are regarded by most students of 
current affairs as requiring caution in acceptance and 
care in interpretation. The significance of such data, 
moreover, is likely to fade rapidly with the passage 
of time. Indications as to the intentions of the hold- 
ers of liquid assets to spend them during 1946 are, 
however, worth studying even though several months 
have elapsed since the observations were made.1 

The “intentions” of the holders of liquid assets are 
summarized by the Department of Agriculture as 
follows: 

“Tt appears from this inquiry that most people do 
not intend to buy cars or other consumer durable 
goods during 1946, and that they do not intend to buy 
or build houses. 

“From the proportions who indicate that they do 
have intentions to buy, it is possible to estimate the 
range of the number of spending units in the coun- 
try who have such intentions. For the bottom of the 
range, the assumption is made that only the people 
who definitely plan to buy will do so; for the upper 
limit of the range, it is assumed that, in addition to 
these people, those who say they will probably buy 
and half those who are undecided about buying will 
buy. On the basis of these assumptions:? 3.6 million 
to 5.4 million people plan to buy cars (2.8 million to 
4.1 million new cars, 0.8 million to 1.3 million used 
cars); 9.9 million to 13.7 million people plan to buy 
other consumer durable goods; 2.6 million to 3.5 mil- 

1These “intentions” are as of the early months of this year. 


*These estimates and those which follow refer only to the “universe” 
of this survey—i.e. about 46 million spending units—which excludes 
the floating population, the institutional population and military 
personnel. 


lion people plan to build or buy houses (not includ- 
ing farm houses)... . 

“People were asked in the survey how much they 
expect to spend for the large purchases they are plan- 
ing. Those who plan to buy houses and cars and 
other consumer durable goods expect to spend, on the 
average, $1,100 for cars; $320 for consumer durable 
goods other than cars; $5,020 for houses. 

“By applying these average amounts to the esti- 
mated number of prospective buyers, it may be esti- 
mated that in 1946 people plan to spend $4 billion to 
$6 billion for cars; $3.2 billion to $4.4 billion for con- 
sumer durables other than cars; $13 billion to $17.5 
billion for houses (not including farm houses) . People 
plan to finance their purchases of these large items 
primarily out of current income or by borrowing. .. . 

“It then appears that people plan to draw out of 
their liquid assets: $2 billion to $2.7 billion for durable 
goods (including automobiles); and $3 billion to $4 
billion for housing.” 

Freperick W. JonEs 
Anita R. Koprison 
Division of Business Economics 
1The study of prospective borrowing is reserved for a later report. 


Business Book Shelf 


The World’s Hunger. By Frank A. Pearson and Floyd A. 
Harper. Ithaca: Cornell University Press. $1.50. 


The prospect of increasing world food production by 
expanding acreage does not appear too promising ac- 
cording to this timely presentation. The factual back- 
ground consists of a picture of world food production, 
trade, and consumption, by continent and commodity. 
A detailed inventory of nature’s endowments to each 
continent is presented along with the varying food 
habits of people and the degrees of pressure on sup- 
plies. 

The authors discuss more promising methods of 
increasing production by obtaining higher yields per 
acre. Increases gained by these changes, however, are 
likely to be slow and gradual, and probably will not 
keep up with the growth in population. The feasi- 
bility of popular plans to raise the nutritional stand- 
ards of the people of the world are discussed in the 
last chapter, which concerns food and population 
problems. Numerous tables illustrate the book but 
since it was written for the layman and not for the 
economist, scientist, or statistician, details are held 
toa minimum. T. M. 
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Sales Forces Readied for Buyers’ Market 


ae plans for the day when more inten- 
sive sales efforts will be required have generally 
been completed, even though nearly all companies are 
still not experiencing any difficulty in disposing of 
their production, according to business executives co- 
operating in this month’s survey of business practices. 
That day, of course, will vary for different indus- 
tries; in a few instances it is reported to have arrived 
already. But even within industries estimates vary 
considerably as to the time when keen competition 
will be encountered and consumer resistance will reach 
a point where intensive selling is necessary. Some 
manufacturers now believe that the day will arrive 
sooner than was anticipated some months ago. 


SALES METHODS 


Sales methods and channels of distribution will be 
the same in the postwar as in the prewar period for 
the majority of companies represented. The virtual 
cessation of “selling” during the war provided an ex- 
cellent opportunity for many concerns to study sales 
methods and channels of distribution, but major 
changes as a result of these surveys are the exception 
rather than the rule. The reply of a leading automo- 
bile manufacturer typifies this attitude: “Existing 
sales and distribution channels have been thoroughly 
reexamined and found satisfactory in principle. The 
changes indicated are minor. They are changes in 
application, rather than in principle or policy.” 

Plans for increased coverage and for marketing new 
products are noted more frequently than changes in 
methods and channels of distribution. A miscellane- 
ous metals manufacturer who carefully studied the 
distribution of his products reports, for example, that 
while his “channels of distribution are rather well 
defined, the distribution of products for the industries 
has been carefully checked and revisions made with 
a view to preventing over or under distribution by in- 
dustries.” 

Some changes in distribution channels were noted, 
however. A miscellaneous metals producer reports, 
for example, that it is “planning changes from prewar 
operations with respect to sales methods and chan- 
nels of distribution. For one thing we plan to make 
wider use of distributors, jobbers and manufacturers’ 
agents. Our salesmen will be supported by a much 
more intensive advertising and publicity program 
necessitated by the fact that we hope to expand our 
selling activities into fields not covered prior to the 
war.” Another type of change is.reported by a paper 


manufacturer who plans to concentrate sales “in the 
hands of individual distributors rather than having 
one distributor handle one type of paper and another 
handle another type.” A manufacturer of four com- 
plete lines of products reports: 


“Prior to and during the war all sales were handled by 
salesmen directly under the control of a general sales 
manager. This setup has been revised so that now the 
internal sales department has been decentralized by divid- 
ing it into four sales divisions, each under the control of 
a sales manager. The activities of each division plus the 
sales promotion and market research departments are 
coordinated by a sales coordinator whose function it is to 
formulate and carry out general sales policies. It is be- 
lieved that this organization will be more effective in 
meeting sales problems in the days ahead.” 


Still another example of major changes from pre- 
war operations is given by an abrasive manufacturer. 
An extensive marketing research survey indicated the 
desirability of many more distributors than it had 
prior to the war. “This also meant that we reallocated 
service through the medium of salesmen—changing 
salesmen where they would be located to call on their 
accounts more effectively and to do a better job. It 
also meant that we augmented our sales force by ad- 
ditional men . . . and that each salesman’s job was 
evaluated by accounts, the importance of accounts, 
the number of calls which should be made and the 
time required to do a job efficiently. This also pro- 
vided for a better distribution of stocks which dis- 
tributors were required to carry in order to service 
the trade better.” 

In some instances where sales methods and chan- 
nels of distribution will be different for the postwar 
than for the prewar period major changes have also 
been made in the sales organization. Some plans in- 
clude world-wide coverage and the exploitation of 
secondary markets. 


QUALIFICATIONS OF SALESMEN 


While the basic principles of prewar distribution 
have been maintained in the postwar plans of most 
companies, a considerable number are contemplat- 
ing an increase in the size of their sales forces, and an 
improvement in the calibre of men employed. The 
principal effect of the war, of course, was to deplete 
the sales organizations of many companies, and at the 
same time to curtail sharply the necessity for selling 
efforts. In many instances, salesmen not called into 
service concentrated their efforts upon servicing cus- 
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tomers and maintaining prewar contacts; many were 
brought into the head offices to assist in war work 
and to expedite the procurement of materials by the 
company. Several manufacturers reported a deterio- 
ration in their sales forces similar to that of the 
machine-tool producer who writes that “the war and 
resulting demand for machine tools led to very care- 
less and unimaginative selling on the part of our sales 
organization.” 

In recognition of the keen competition for custom- 
ers expected once demand and supply settle into bal- 
ance, many companies are adding, intensifying, or 
broadening their sales training program. Enlarged 
sales forces, and “bad habits” acquired by experienced 
salesmen during the war are given by some companies 
as a reason for establishing such programs. Many 
sales organizations have been largely restored through 
the return of employees from the Armed Forces and 
these men generally are being given refresher courses 
in selling. In some cases, courses have been length- 
ened because the need for selling has not as yet 
arisen. 

OBTAINING PERSONNEL 


Many concerns report that they are seeking a 
higher. type of sales personnel than prewar. Frequent 
reference is made to the use of sales engineers or tech- 
nical representatives, particularly in such industries 
as industrial machinery and machine tools. One man- 
ufacturer reports, for example, that “all new as well 
as old salesmen have been submitted to carefully pre- 
pared tests,” and that the company spent the entire 
month of January, 1946, on a training program “with 
a view toward preparing our men for effective sales 
efforts in the future. We believe careful selection of 
personnel followed by proper training will permit us 
to do a more effective job for the future.” 

An industrial manufacturer who contemplates no 
fundamental change in sales plans or programs re- 
ported as follows: 


“Our problem was one of resuming an operation inter- 
rupted by the war. The first thing we did in this regard 
was to reinstitute our salesmen’s training programs. We 
have been at this now for over two years—training deal- 
ers’ salesmen who are sent to us. If I were to pick out 
any single activity, I would say that this will be the most 
important one for several years to come, as we shall have 
a whole new generation of salesmen to train. I cannot 
document this statement, but I believe that the war 
ruined some of the older salesmen who stayed on the 
job as order takers and as a result those dealers who de- 
pend wholly on such men may be due for some rude 
shocks. We are trying to forestall this by placing strong 
emphasis on the training of salesmen. The training is 
very intense, free from all ballyhoo, and not infrequently 
points the finger at individuals who probably will not fit 
the postwar selling program.” 


Experience as to the availability of men with the 
special qualifications sought varies widely. An execu- 


tive in a foundry reports that “we have had no diffi- 
culty in obtaining desirable personnel. On the con- 
trary, we have had to pass up some very unusual men 
because we cannot for many reasons sustain a wartime 
level of production.” However, a chemical company 
executive states that considerable difficulties have 
been encountered in “obtaining just the right type 
of personnel because we need sales engineers with 
technical education, and we found that many men 
so educated who had gone into the Armed Forces 
were occupied during their years of war service on 
nontechnical duties and therefore had become rusty.” 
A machine-tool executive notes that “some difficul- 
ties in obtaining personnel have been encountered, 
but a more serious difficulty is the housing shortage 
which makes the assignment of new men to sales of- 
fices almost impossible.” Other companies have also 
had to slow down the hiring of new men because liv- 
ing quarters were not available. 


COMPENSATION OF SALESMEN 


Compensation of salesmen has increased since pre- 
war days because of the higher cost of living, but the 
majority of companies have not changed their meth- 
ods of compensation. Some new methods have been 
introduced, however, which place considerable em- 
phasis on the incentive type of compensation. A food 
company, for example, reports: “In many cases we 
have revamped our method of compensation for the 
sales organization in order to give more incentive to 
the successful salesman and more recognition of his 
success. We have, of course, had to increase the basic 
salaries as compared with the prewar period.” 

An example of another change is given by an ex- 
ecutive of a steel foundry who reports: “We have 
developed what we term a sales premium plan through 
which a salesman may increase his compensation over 
and above his salary. It is a little too soon to deter- 
mine how effective this plan will be, but it was care- 
fully put together and we are very hopeful about it. 
Almost every conceivable factor having a determining 
influence on a salesman’s total compensation has been 
considered in the drafting of the plan.” 

Surveys have been made by some concerns in order 
to bring to light any inequities which may have ex- 
isted in established compensation plans. For exam- 
ple, one producer found that the prewar plan of a 
nominal drawing account and a point system for sales 
in many instances was not “fair to capable men who 
were required to service territories where there simply 
was not the volume of business.” This company now 
evaluates the job to be done and pays the salesman a 
monthly salary to do that job. “Coupled with this is 
an incentive planned around the over-all activities of 
a branch as a result of two major things—personal 
qualifications developed on a point system, and an 
increased effort over established quotas. This incen- 
tive is based upon profits and comes to the man at 
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the end of the year.” Some executives introduced a 
note of caution regarding incentive plans, observing 
that they may result in inequities. Some of these 
may be due to the manner in which territories are 
divided among salesmen. A number of companies 
have found it necessary to change their basic quotas 
because of revisions in sales territories. 


EFFECT OF PRODUCTION ON PLANS 


Nearly half of the companies cooperating in this 
survey have been forced to modify their plans for 
more intensive selling efforts because of lags in pro- 
duction. In numerous cases, however, it has been 
more a matter of delaying plans or marking time 
rather than of making any fundamental changes in 
the original program. An electrical equipment manu- 
facturer, for example, who has found it necessary to 
modify his plans reports that the “reorientation 
course for returned veterans has been lengthened 
and detail has been added to keep them occupied 
during the strikes.” An executive of an industrial ma- 
chinery company, reporting that plans have been 
modified because of production lags and material 
shortages, further states that: “We have cut our ad- 
vertising appropriation approximately 25% because 
of the impact which the lack of material will have 
on our ability to ship our budgeted volume of 
sales.” Some other instances of cuts in advertising 
appropriations are noted. An electrical equip- 
ment manufacturer, for example, stating that it has 
been “necessary to delay rather than modify plans” 
further reports that “our advertising in consumer 
magazines has been postponed to coincide more near- 
ly with the availability of products. Items such as 
dealer literature, sales manuals, and display signs have 
been postponed although the copy and the material 
to be used in those items have been carefully drafted, 
made ready, and are kept up to date by constant 
review.” 

An executive of an iron and steel company, how- 
ever, states that despite material shortages, his com- 
pany is not modifying its plans: “We have gone 
ahead, realizing that it will take some time to build 
up and train a sales organization and we think that 
by the time it is accomplished we may no longer be 
in a sellers’ market, but that it will be necessary for 
us to have an aggressive sales organization.” In this 
connection it is worth noting that some other execu- 
tives believe that the “period of excess of demand over 
supply is much shorter than is generally accepted.” 

Considerable progress has been made in plans for 


more intensive selling efforts in the future, although 
many manufacturers have been unable to put these 
plans into operation as speedily as had been hoped. 
A few companies have just begun to formulate plans, 
while an even smaller number do not believe any 
action is necessary for another year or two. For 
example, an iron and steel manufacturer reports: “We 
have made a great deal of progress in rebuilding our 
sales organizations. We have our plans for sales ter- 
ritory divisions completed, but as yet we have not 
been able to secure all the personnel required.” A 
mining company which has made plans for “fewer but 
better dealers, dealers who will buy large quantities” 
expects to aid such dealers by providing “educational 
films and sound records, showing the dealers’ retail 
salesmen how to sell correctly—also one film which 
will show all errors commonly made by the average 
retail salesman.” 

An executive in a chemical concern which has had 
no real difficulties in obtaining the desired type of 
personnel reports: “All in all, I think we can say that 
our sales staff today is quite a good deal more sales 
minded than it was in 1941. We do not believe that 
boom times are going to be with us for several years, 
so there has been built up within the sales organiza- 
tion the very definite idea that we need to make sub- 
stantial improvements in our fences today so that 
when things are not so good we will still be able to 
keep most of our pastures free from those who look 
on our fields as greener than theirs.” 

On the other hand, a chemical manufacturer in an 
entirely different line of products writes: “We have 
not attempted to crystallize our plans too definitely 
because there are so many ‘deuces wild’ in the ‘deck’ 
today that we consider it better judgment to meet 
existing conditions only, leaving the development of 
techniques and plans to the future when we will know 
more clearly what we will have to face. We got very 
tired quite a while ago making plans for this and that, 
only to have them knocked into a cocked hat by gov- 
ernment edicts, changes in regulations, vagaries in raw 
materials, and so forth.” An executive of a hardware 
company which called in all its salesmen at the begin- 
ning of the war reports that it has no immediate 
plans for sending them out again. “For the next year 
or two we can see no particular need for a group of 
salesmen.” 

Comments from cooperators grouped according to 
principal industry appear on pages 279-282. 

Henry E. Hansen 
Division of Business Practices 
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Compensation of Bank Executives 


DOWNWARD irend in the ratio of bank exec- 

utives’ compensation to bank income is revealed 
in a Conference Board survey of 114 of the 200 
largest banks. Included as bank executives are assist- 
ant vice presidents, trust officers, and all others supe- 
rior in rank to these positions. 

Responsibilities of executives with the same title 
may vary widely from bank to bank. The degree of 
specialization in a particular activity of the bank 
will also vary. However, reasonably fair comparisons 
of compensation can be made among the banks in a 
particular size classification, it is believed, especially 
when such compensation is related to a bank’s total 
assets, gross earnings, and net operating income before 
profits or losses on security transactions. These ratios 
by size classifications are shown in the table. 


GROSS EARNINGS 


In 1945, executive compensation averaged 7.5% of 
gross earnings for the eleven banks reporting gross 
earnings between $1 million and $1.49 million (the 
smallest banks on an earnings basis included in this 
survey). For banks with gross earnings of $20 mil- 
lion or more, which also happen to total eleven, the 
corresponding ratio was only 4.2%, or a little more 
than half of that for the smallest banks. Obviously, 
the responsibilities of officers in the smallest banks 
may vary markedly from those in the largest banks, 
but it is believed that these differences are at least 
partly adjusted through the use of gross earnings as 
a base. It may be assumed that to a large degree gross 
earnings represent the volume of business done and 
that they also serve as an indicator of the responsi- 
bility and success of management. 

It will be observed from the table that the largest 
proportion of executive compensation in relation to 
gross earnings is paid out by the seventeen banks 
earning from $1.5 million to $1.99 million. In 1945, the 
ratio for this group amounted to 7.9%. On the other 
hand, the lowest average—3.8%—is reported by the 
four banks with gross earnings between $10 million 
and $14.99 million in 1945. 

Aggregate compensation of bank officers as a per- 
centage of gross earnings is shown by earnings classes 
in Chart 1. The variations in the range are readily 
apparent. While showing some irregularities, a down- 
ward trend in the average according to bank sizes is 
revealed. The ranges shown in Chart 1 disclose much 
greater irregularity than the averages. For example, 
the averages for the $3 million to $3.49 million, the 
$3.5 million to $3.99 million, and the $4 million to 


$4.99 million groups are virtually identical. In the 
first of these groups, however, the bank with the 
highest executive compensation in relation to gross 
earnings paid out 8.5%, as compared with a high of 
12.5% for the next group, and 12.3% for the third 
group. Thus it can be assumed that for the $3.5 mil- 
lion to $3.99 million and the $4.0 million to $4.99 
million earnings groups, highs of 12.5% and 12.3%, 
respectively, were exceptions and not the rule. 

This thesis that the extremes are the exception 
rather than the rule seems to be further borne out 
by the close relationship of medians to averages for 
groups shown in the table. Medians for the three 
groups mentioned above are 7.4%, 6.7%, and 6.9%, 
respectively. The averages for these same are 7.0%, 
7.0% and 7.2%, respectively. 

While similarity of medians and averages is not con- 
clusive evidence, it indicates a fairly close balance in 
the proportionate income payments to executives for 
the majority of banks in each size classification. If 
this were not the case, wider variations between the 
medians and the averages would be expected. 

It might be said that the volume of business a bank 
may transact is governed by the amount of assets it 
has available. Compensation data are also related to 
this base in the accompanying table. 

It will be observed from the table and from Chart 
2 that the ratio of executive compensation to total 
assets also shows a downward trend by size classifica- 
tions. Eleven banks in the $1 million to $1.49 million 
gross earnings classification report executive com- 
pensation equal to .08% of total assets. This com- 
pares with .06% for the eleven banks with the largest 
gross earnings. The maximum variation in the aver- 
ages, however, is from .11% to .06%. It will be fur- 
ther observed that six different size classifications 
show the identical average of .11%. However, indi- 
vidual banks included in these groups vary from a low 
of .05% to a high of .30%. Again, it is evident that 
the extremes are not the rule but the exception. As 
is the case for executive compensation related to gross 
earnings, so the medians and the averages of the 
ratios of compensation to total assets show a high 
degree of similarity. 


NET OPERATING INCOME 


Compensation is also related to net operating in- 
come before taxes and security profits or losses. This 
base may appear particularly appropriate from a 
stockholder viewpoint, since it provides a good indi- 
cation of the capabilities of management except in 
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the event of a major cyclical decline. Its practica- 
bility, however, may be impaired in some instances 
by wide variations in the operating costs of banks. 
These differences in operating costs become read- 
ily apparent when the ratios to gross earnings and to 
net operating income are compared by size classifica- 
tions. Various divergent movements are shown. An 
inspection of the trend of ratios of compensation to 
net operating income also reveals this fact. Averages 
of this ratio for eight of the thirteen size classifica- 
tions range irregularly between 15.6% and 19.3%. 
The average for seven banks in the $5 million to 
$5.99 million gross earnings class is, in fact, higher 
than those for six of the seven smaller size groups. 


MANUFACTURERS’ SALARIES 


While some question may be raised as to the fair- 
ness of comparing rates of compensation of industrial 
executives and bank executives, it should be noted 
that the trend of bank executive compensation by size 
classifications does not show the same consistently 
downward trend as that for executives in manufactur- 
ing industries. An instance where the relative amount 
spent for executive services is the same for two groups 
of banks with markedly different earnings and assets 
is shown by the accompanying table. The table shows 


Chart 1: Aggregate Compensation of Bank Offi- 
cers as a Percentage of Gross Earnings, 1945 
Source: National Industrial Conference Board 
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that the cost of executive services in 1945 in four 
banks with a gross income of between $15 million and 
$19.99 million ranged between 4.8% and 7.2% of this 
income, or approximately the same as the cost in 
eleven banks whose gross earnings amounted to only 
between $2 million and $2.49 million. In the latter 
group, the executive staff also received between 4.3% 
and 7.5% of income. Averages for both groups, more- 
over, were identical, 5.9%. 


1National Industrial Conference Board, “Compensation of Execu- 
tives,” Studies in Business Policy, No. 18, 1945. 


A random inspection of the reports of a small bank 
and a large bank, for example, reveals that the small 
bank lists only twelve officers, while the large bank 
lists as many as 162 officers. The large bank did 
thirty-one times the business of the small bank but 
required almost fourteen times as many officers. Com- 
pensation of the officers in the large bank was twenty- 
six times that paid to the executive staff of the small 
bank. This proportionately greater increase in com- 
pensation to the number of additional officers would 
be a natural result, since the responsibilities of indi- 
vidual officers in large banks are considerably greater 


Chart 2: Aggregate Compensation of Bank Offi- 
cers as a Percentage of Total Assets, 1945 
Source: National Industrial Conference Board 
114 Banks 
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than those of their counterparts in small banks. Com- 
pensation of these officers, consequently, would be 
expected to be greater. 

The type of business favored by a bank will largely 
dictate the number of top executives required. A bank 
specializing in loans, for example, generally needs con- 
siderably more officers than a similar-sized bank re- 
alizing the major portion of its income from invest- 
ments. Each loan often depends upon the judgment 
of at least one man and its safety becomes his re- 
sponsibility. Consequently, the greater the number of 
loans, the greater is the demand for individual judg- 
ment and responsibility. Some banks specialize in 
loans for the sake of the larger return even though 
they involve greater detail, risk and responsibility 
than is usually the case with investments. 

Investments require comparatively small increases 
in executive services in proportion to increases in vol- 
ume. Additional details coincident to large purchases 
might be handled by extra clerks or analysts. 


SUMMARY 


From these data several significant facts can be 
derived: 


1..The percentage of gross earnings paid bank 
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AGGREGATE COMPENSATION OF BANK OFFICERS AS A PERCENTAGE OF TOTAL ASSETS, GROSS 
EARNINGS AND NET OPERATING INCOME! IN 1945 


Source: Tur CONFERENCE Boarp 
114 Banks 
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bBased on data for three banks 


1Before taxes and security profits or losses 
cBased on data for twenty banks 


dBased on data for apt banks 
aBased on data for twelve banks . 8 


eAverage for 112 ban! 


executives declines with gains in size of banks, the 
largest proportionate amount being generally paid 
to officers of small banks. 

2. Even though there are some banks whose pay- 
ments to executives are relatively high, the close 
relationship of medians to averages indicates that 
these are the exception rather than the rule. 

3. The type of banking operation is an important 


factor in the number of executives that are re- 
quired. 

4. The downward trend of the percentage of 
income paid executives by size classification is not 
so consistent for banks as it is for manufacturing 
industries. 

Tuomas A. FitzcERALp 
Division of Business Practices 
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A Round Table Discussion 


Industrial Research 


Organization, Developments and Prospects 


A summary of addresses delivered before a Round 

Table Conference on the subject at the Waldorf- 

Astoria Hotel in connection with the Conference 

Board’s thirtieth Annual Meeting. The meeting was 

presided over by Otto S. Schairer, Vice President (re- 

tered) in charge of Research Laboratories, Radio 
Corporation of America. 


Mr. Schairer 


ESEARCH has recently attracted to itself much 
public attention because of the part which it 
played in winning the war. As the bans of secrecy 
are gradually removed, one great scientific achieve- 
ment after another is being revealed to the public. 

Truly it may be said that this was a war of science, 
and it was won by the countries which were most 
advanced and progressive in the conduct of scientific 
and industrial research and engineering development 
before and during the war. The United States was 
the arsenal of democracy not only because of its great 
manufacturing facilities, but, to a major degree, also 
because of its laboratories and its many highly trained 
scientists and engineers who created and designed the 
products which were manufactured in such huge 
quantities. 

Events have dramatized scientific and industrial 
research, and have brought home its significance to 
statesmen, politicians, and to the general public. They 
have given great and unprecedented impetus to all 
scientific endeavors. 

Scientists now find themselves in a position where 
they can exercise great influence upon legislation and 
upon public affairs. Let us hope that they will take 
full advantage of this opportunity to apply their 
reasoning and logic to help in the solution of our many 
complex national and international problems, espe- 
cially in the fields of political and social sciences, 
which have not kept pace with the advances in physi- 
cal and chemical sciences. 


PRIVATE RESEARCH IMPORTANT 


The recent publicity respecting the contributions of 
scientific and industrial research to the war effort 
serves to highlight the importance of the subject, but 
it should not be concluded that these contributions 
resulted entirely from wartime research. It seems only 
fair to say that many, if not most, of them were based 
upon or resulted from long-continued and persistent 
research conducted prior to the war in industrial and 


institutional laboratories, mostly without government 
support. These preexisting laboratories and their 
staffs were a bulwark of strength to the nation in war, 
and its future security and prosperity will depend 
largely upon how well it develops such strength in the 
future. 

The rapidly increasing appreciation: of the impor- 
tance and value of research is accelerating the build- 
ing of laboratories all over the country and is creating 
an unprecedented demand for scientists and engineers. 
Many firms have announced plans for expanding their 
laboratories or for building new ones, and many more 
will do so when building restrictions are removed. 
No longer does it seem necessary to sell research to 
industrial management. 


Industrial Research Abroad — 


Donald Babcock Keyes 
Vice President, Heyden Chemical Corporation 


BOUT three years ago, a group of men recognized 
that when the war was over it might be desirable 
to have a real technical industrial intelligence group 
go into Germany and collect what information it 
could for the benefit of American industry. The idea 
was basically sound. In fact, in my opinion the only 
reparations the United States will ever obtain from 
Germany will be the technical information that has 
been collected and is being collected at the present 
time. 

I do not feel that the Germans far exceed us from 
an industrial development standpoint. But as my 
good friend, Dr. MacMullin, knows, after having spent 
months over there, the accumulation of their small 
developments represents a very sizable gross. 

It took about two years to get the commission 
going. Everybody realized it was a good idea, but 
nobody knew how to start it. With the support of 
Mr. Krug of the War Production Board, and the co- 
operation of the Joint Chiefs of Staff a committee 
known as Technical Industrial Intelligence was estab- 
lished, with Howland Sargeant as chairman. The 
committee operated on FEA funds until Congress, 
after V-E day, voted a million dollars for this work. 
Today, control rests with the Department of Com- 
merce. 

Industry can send men abroad at the present time 
under the management of the Technical Intelligence 
Group, but the expenses are paid by industry. The 
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procedure is for the man to operate through the Army 
in Germany, and report back his findings, which will 
eventually be reproduced by the Department of Com- 
merce for the use of all industries in the United 
States. 


The Department of Commerce, under John C. 
Green, also has the job of distributing the informa- 
tion. A bibliography sent out every week contains 
a short description of each report that is available. 
The annual cost of these publications is not known 
yet, but if you send ten dollars to the Government 
Printing Office it will notify you when your ten 
dollars has been exhausted. It should last for approxi- 
mately a year, under present printing costs. 


The Department of Commerce group has represen- 
tatives from eighteen or nineteen separate industries 
or groups of industries, so you will probably find 
someone there with whom you can discuss your prob- 
lems. He may be in another bureau, but he is officially 
connected with the Department of Commerce group. 
He can talk to you about your own particular indus- 
try, what has been learned overseas that might be of 
interest to you and your firm, and what the chances 
are of sending a man or men over to collect further 
information. 

You will also find others in John Green’s office who 
can be of help to you. Mrs. Dorothy Gordon, who 
has distributed a vast number of technical reports 
for the OPRD, is there and will be glad to help you. 


There is a greater tendency in the United States 
toward cooperation following this war than existed 
before it, and industry has learned that it has to co- 
operate with competing firms in basic research and 
development. It is highly desirable for the United 
States, through official channels, to have groups com- 
posed of experts go overseas to investigate major de- 
velopments in foreign countries. In the past, we relied 
on young people—full-time people, no doubt—who 
were not trained to gather technical data. Certainly, 
we didn’t have the finest technical men of the sort we 
have had going over in recent months. They can tell, 
by conversing with the Germans and looking at the 
property, what has been done and can distinguish the 
new developments from the old. Certainly, not many 
of these experts are being “kidded.” 

I feel that this group should be kept as a permanent 
organization. The investigators may be temporary, 
but the organization for handling the investigators 
should be permanent. Congress seems to be sympa- 
thetic and I am told that an appropriation may be 
passed for that purpose. I sincerely hope so. 

There was a great willingness to cooperate on basic 
development during the war period, and I think it 
was one of the real reasons why our American indus- 
try did so well. The bulk of research was really not 
research, but development. Most of the major so- 
called war inventions were invented before the war. 


It was a question of bringing them to a practical 
stage. Even synthetic rubber, radar, penicillin were 
invented or discovered before the war. It was largely 
the job of industrial research to bring them to the 
proper stage so that they would be effective in the 
prosecution of the war. I think that was accomplished 
because of the fine spirit of American industrial man- 
agement in permitting and encouraging cooperation. 


Industrial Research in Germany 


Robert B. MacMullin 
Chemical Engineer 


ONTINENTAL Europe in general, and Germany 

in particular, has always been an incubator for 

new and radical ideas. Education there is not so 

broad as in the United States, but it is intense, par- 

ticularly in science. Chemistry and physics students 

start on research careers at a very early age. Campus 

life and student activities at universities and Tech- 

nische Hochschule are conspicuous by their absence. 

The: student’s mind is turned at an early age into 
intellectually productive channels. 

Research along technical lines is conducted at the 
universities much as in the United States. There are, 
however, some institutions that are devoted to re- 
search alone, such as the Kaiser Wilhelm institutes, 
which are really a collection of institutions which spe- 
cialize in particular fields of applied science. 

To the best of my knowledge, they are not sup- 
ported financially by the industries through a fellow- 
ship system. In other words, there is nothing that 
corresponds to the Mellon or the Battelle institutes. 
There are, however, training schools for certain indus- 
tries which correspond to our vocational schools. For 
example, there are a number of textile institutes which 
are well equipped to turn out technical personnel for 
both operating and research in this industry. 

The industries themselves maintain enormous re- 
search laboratories. I have heard an American on the 
commission that has been investigating I. G. Farben- 
industries make the statement that about 12% of 
the gross income of this company was spent in re- 
search. In the United States, 3% to 4% would be a 
good average, with 6% as a high. 


ON A GRAND SCALE 


Naturally, it takes a very large and successful com- 
pany with diversified interests and reserves to afford 
research on any such scale. The total assets of the 
I. G. Farben were measured in billions of dollars. 
Besides their obvious business in chemicals and met- 
als, they bought into many other industries, not only 
in Germany, but throughout the world. The extent 
of their holdings is only now being investigated and 
becoming known. I believe that it is fair to state that 
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a large measure of the success of this scientific com- 
bine is attributable to the boldness of their research 
vision. 

Naturally, research on any such scale must be co- 
ordinated to produce results. There were laboratories 
of both the centralized and decentralized type. Since 
the larger plants, such as those at Hochst, Ludwigs- 
hafen and Leverkusen, produced a variety of products, 
it was necessary to maintain many special research 
laboratories within each plant. These operated more 
or less independently and, between similar laboratories 
in other plants, competitively. Such laboratories were 
of the decentralized type. 

On the other hand, there were central laboratories 
which specialized in fundamental research for the 
benefit of all the plants. For example, the Alexander 
Wacker A. G. near Munchen conducted work on cata- 
lysts of every description. We ordinarily approach the 
problem of catalysis from the point of view of search- 
for a contact substance that will satisfactorily promote 
a given reaction. The approach of the Wacker insti- 
tution was quite different. They studied catalysis as 
a mechanism. They prepared thousands of catalysts 
of various types, and then searched for chemical reac- 
tions for which they were suited. When a chemist in 
some other research laboratory was in need of a cata- 
lyst to promote a reaction, his problem would be 
referred to the Alexander Wacker A. G., which would 
promptly pick out a number of catalysts for that type 
of reaction and make rather specific recommendations 
as to conditions for their use. 


COMMITTEE METHOD 


In the I. G. Farben organization, the work of the 
various research units was coordinated within plants 
and also between plants by means of committees. For 
example, all research and development on electro- 
lytic chlorine and allied processes were under the juris- 
diction of a chlorine department committee, which 
comprised members from each of the several plants 
engaged in the production of chlorine. The research 
reports on this subject were called Chlorfako reports, 
and these were promptly exchanged by the various 
plants, each having a complete file of all of them. 

At regular intervals, and generally twice a year, the 
committees from the various plants would get to- 
gether and discuss their work. There was a steering 
committee known as Chlorine Undercommission, or 
Chloruko, and this committee laid down the general 
policies for development and coordinated such de- 
velopment with the activities of I. G. Farben as a 
whole. The Undercommission published its own re- 
ports under the name of Chloruka Berichte. 

To see how this system works, let me cite the de- 
velopment of the mercury cell. The chlorine industry 
in Germany seemed to be continually expanding, and 
rather large units were installed from time to time at 


the various I. G. plants. Before building a new plant, 
the performance of all existing plants was carefully 
reviewed, and suggestions for improvement were in- 
corporated in the new design. In some cases the im- 
provements were minor in nature, but in others they 
were radical. 


EXPERIMENTAL PRODUCTION 


The new installation then became the proving 
ground for the new type of cell. Naturally, a few pilot 
cells would be built to test out the new ideas, but the 
company would then jump to a very large installation 
of perhaps fifty to one hundred tons per day for what 
they called a trial operation. They were not too much 
worried about a new installation living up to expec- 
tations immediately. The difficulties would gradually 
be worked out or, if not, the cells were scrapped. 

The horizontal type of mercury cell represented a 
series of gradual improvements. The rotary disc or 
vertical type cell represented a radical change. Per- 
centagewise, the company as a whole did not have a 
great deal to lose by trying out the rotary cell. 

The first installations at Heydebreck and Huls cer- 
tainly did not live up to expectations. They had faith 
in the idea, however, and were building a new and 
larger installation of eighty-four 24,000-ampere cells 
at Ludwigshafen. At the close of the war some of 
these cells had been put into operation, and they were 
found to be a big improvement over the earlier va- 
riety. 

The Germans themselves, however, were open 
minded on the question of horizontal versus vertical 
cells, and eventually would have had operating rec- 
ords from several large installations from which to 
make a decision on their comparative economy. 

Mere originality and inventiveness do not make 
money for a producing company. As a matter of fact, 
the basic idea of the rotary cell was patented by an 
American, Dr. Harvey Gilbert of the du Pont Com- 
pany, many years ago. I. G. Farben owed its success 
to the boldness with which it developed inventions 
and its willingness to gamble on new and untried 
things. 


THE UBIQUITOUS DOKTOR 


When one looks over the list of plant personnel at 
a typical German plant, he is impressed by the num- 
ber of Herr Doktors, Herr Doktor Inginieurs, and 
Herr Diploma Inginieurs. All the key men from the 
foremen up seem to be doctors. This applies not only 
to the research departments, but to the plant opera- 
tions as well. 

Obviously, there must have been a plentiful supply 
of technically trained people, and moreover they were 
not satisfied with anything less than a thorough tech- 
nical education. It seemed to me, however, that these 
Herr Doktors were not so broadly trained as the aver- 
age American Ph. D., and that they had specialized 
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right from the start in some narrow field of science 
or engineering. 

In the average American plant the operating de- 
partment looks with suspicion upon any man with a 
doctor’s degree, so far as operations are concerned. 
They are likely to think that the place of a Ph. D. is 
in the research laboratory rather than in the plant. A 
research man is the sort of person who wants to take 
things apart and put them together again just to sat- 
isfy his own curiosity, a practice which would be 
fatal to good operation. The Germans do not have 
the same slant on things, and somehow have kept this 
tinkering on the part of the technical men within 
bounds. 

The American chemical plant has become accus- 
tomed to the technically trained chemical engineer. 
By and large, these chemical engineers do not hold 
doctors’ degrees and frequently boast of nothing more 
than a BS. or M.S. Their training has been directed 
toward industrial operations from the start, and one 
of the qualities that most chemical engineers are likely 
to be proud of is the ability to get along with 
the plant operators and mechanics and to talk their 
language. These plant men often know more of the 
practical side of the operations and the equipment 
than the technical men, even though they may have 
only had a high school education. 


BARRIER OF THE DIPLOMA 


In Germany, however, the Herr Doktor is treated 
with respect and reverence. A workman lifts his hat 
to his technically trained boss, and, conversely, the 
Herr Doktor is likely to impress his authority on all 
of lower rank to an extent which would be considered 
undemocratic in America. This is merely an expres- 
sion of the inborn German respect for power and au- 
thority, and it carries up to the highest level and 
down to the lowest. The most difficult job before the 
American Military Government, in my opinion, is to 
bring about a more democratic feeling between all 
classes of Germans. 

The trend of German research, particularly since 
the First World War, has been dictated by the exigen- 
cies of national self-sufficiency. The motivating prin- 
ciple has been the utilization of available raw mate- 
rials to the best advantage, and the development of 
substitutes for those they did not have. The availa- 
bility of raw materials changed rapidly as soon as this 
war started. At first, imports were cut off; later, as 
the German armies overran other nations in Europe, 
new sources of raw materials were made available; 
still later, when the tide of war reversed and the Ger- 
man Reich shrank, the situation again became acute. . 

The ingenuity of the German scientist has been 
demonstrated again and again in solving problems 
which for us did not exist, because we were in pos- 
session of the essential raw materials. 

1See p. 266 for some examples cited by Mr. MacMullin. 


In conclusion, it is clear that research has played 
a major part in the German bid for world conquest, 
along economic lines in peacetime, and along mili- 
tary lines in wartime. Many valuable lessons can be 
learned by studying the German accomplishments, 
even though in total volume they were undoubtedly 
inferior to the American effort. 

The problem before us is to harness these achieve- 
ments to a world of peace and also to direct the think- 
ing and the work of the German scientists to legitimate 
ends. There is no excuse for destroying the technology 
which the Germans have developed, nor for allowing 
the mental productivity of the German scientist to 
wither, merely because we have the upper hand. 


The Outlook for the Physicist 


R. Bowling Barnes 
Director Physics Division, Stamford Research Laboratories 
American Cyanamid Company 


N THIS AGE of rapid technological advances there 
is no place for rivalry between the various 
branches of science; nor is there a place for the 
prima donna who believes that he knows all the an- 
swers. Because of the growing complexity of current 
scientific developments, one-man research is a virtual 
impossibility. Synthetic rubber, penicillin and atomic 
energy are not the products of the individual skills of 
either chemists, physicists, biologists or engineers, but 
rather the result of bringing the combined knowledge 
and experience of the scientists of these fields to bear 
upon a single problem. If the research of this country 
is to continue to expand and develop at a satisfactory 
rate, close cooperation between the sciences is an abso- 
lute necessity. 

The individual scientist of the future must take a 
broader view of his own work—he must seek anxiously 
to learn how his particular abilities and the tools he 
is trained to use can be applied to advantage to sup- 
plement those of his research team mates. Especially 
in industrial research, the accomplishments of the 
individual must be held secondary to the successful 
completion of the task by the research team as a 
group, for it is, after all, the solution of the problem 
and the attainment of the goal set which justifies 
research, 

Through his ability to make measurements accu- 
rately and rapidly the physicist can, if given the 
opportunity, become an extremely useful member of 
almost every type of research team. According to one 
encyclopedia, physics is defined as being essentially 
the study of energy and its transformations, using 
matter as the medium in which these transformations 
take place. A physicist then is an individual who has 
been trained in observing energy changes and who 
understands the interrelation between energy and 
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matter. Physical processes are all around us; they 
are to be found in all biological, chemical and manu- 
facturing processes wherever energy changes are en- 
countered. The point of view of the physicist and the 
special tools and techniques of his science will be 
found useful in solving research and production prob- 
lems of a wide variety. 

Certain industries are primarily concerned with the 
science of physics. Typical of these are the power, 
transportation and communication industries, which 
in themselves are direct applications of established 
physical principles. Out of new discoveries in physics 
new industries of this type will be developed. Cer- 
tainly in this age, where the announcement of one 
fundamental discovery follows closely upon the heels 
of its predecessor, the outlook is bright. 


OUTLOOK FOR PHYSICS 


The overwhelming majority of our industries, how- 
ever, have a somewhat different and more indirect 
interest in the science of physics. The rubber, textile, 
plastics, drug and general chemical industries, to men- 
tion only a few, employ physical ideas and techniques 
primarily to aid in the development of new and im- 
proved products and to reduce the costs of produc- 
tion. Based upon performances during the war years, 
it is safe to say that the outlook for physics in these 
industries too is good. 

In spite of the fact that the press and radio have 
during recent years strongly emphasized the more 
sensational of the discoveries made by physicists. 
it must not be thought that the future of physics re- 
search will be restricted to such discoveries. On the 
contrary, to be of practical value, research need not 
necessarily lead to such discoveries as that of X-rays, 


isotopes, cyclotrons, the neutron or television. The 


successful application of psysics in industry will re- 
sult in many discoveries, which, although of consider- 
able importance, will be based upon very simple and 
elementary principles. Although few industrial labora- 
tories will in the near future be able to afford the 
luxury of a cyclotron or a betatron, no industry need 
hesitate to embark upon a program for making use 
of applied physics in conjunction with its present 
skills and techniques. 

A review of industrial processes reveals countless 
instances where production is seriously impaired by 
the inability of the production man to obtain rapid 
and accurate analyses of his finished products. Such 
bottlenecks can be eliminated. Because he has been 
trained to make careful and accurate meaurements, 
the physicist can, by applying the principles of optics, 
electronics, acoustics, mechanics and thermodynamics, 
frequently assist in reaching a satisfactory solution to 
these problems. By installing a spectrometer here, 
an automatic photoelectric device there, or some other 
physical tool at still another place, he can aid in con- 
trolling the production cycle and in reducing losses 


toa minimum. Recent literature is replete with illus- 
trations of the role which the physicist has assumed 
and with descriptions of the part which some of the 
modern tools of the physicist have played in yielding 
information heretofore unobtainable. The number of 
research projects on which physicists have been re- 
quested to collaborate is increasing, and it is a testi- 
monial to their labors to note that the number of 
physicists employed by American industry is larger 
than ever before. 

Let us examine briefly the subject of analysis by 
physical instruments. Generally speaking, a chemical 
analysis may be considered as a post mortem since 
the results are almost invariably obtained long after 
the sample is taken. By the time the analysis has been 
completed, the event is past and precious minutes or 
hours have been lost. Frequently, the analytical data 
arrive too late to be of maximum value. Proper appli- 
cation of physical methods, on the other hand, very 
often leads to analytical results which are obtained 
not in post mortem style but while the event is taking 
place. Even when instantaneous measurements can- 
not be made, the data can usually be obtained much 
more rapidly than by more conventional methods. 
In the research laboratory, physicists are often sur- 
rounded by complex apparatus which is both elabo- 
rate and expensive. When installed in the production 
line, however, the counterparts of these devices are 
usually instruments which have been reduced to basic 
elements and which can be understood by anyone 
with the most meager knowledge of physics. 


Flame Photometer 


During the war a certain catalyst was required in 
large quantities in a process for manufacturing 100- 
octane gasoline. It was found that sodium, even in 
minute quantities, poisoned the catalyst and made 
the subsequent processes inoperative. Tons of the 
catalyst were being produced each day and careful 
study showed that there was only one stage in the 
intricate process at which sodium could be removed. 
During this purification hundreds of samples had to 
be analyzed daily to insure the success of the process. 
Normal methods of sodium analysis were immediately. 
tuled out since each test required the work of a 
capable technician for at least an hour. At this 
point, the physicist was asked to cooperate. 

One of the simplest and most basic spectroscopic 
phenomena was used to solve this critical problem. 
Everyone is familiar with the fact that common table 
salt imparts a bright yellow coloration to a flame. 
Actually it is the sodium atoms of the salt which gives 
rise to the color. With these facts in mind, a small, 
portable instrument was designed. This device, now 
known as a flame photometer, enabled the plant 
operator to obtain within seconds an accurate quan- 
titative analysis of the sodium content of the catalyst. 
On certain water samples used in the plant as many 
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as one hundred analyses could be obtained within 
one hour’s time. A more elaborate model of this in- 
strument made possible a continuous, quantitative 
recording of the sodium content of the water used in 
this plant. By cooperation and the intelligent appli- 
cation of an old physical idea, a serious production 
bottleneck was removed. 

There are obviously many other applications for 
this simple instrument. In hospital laboratories and 
in clinics it is often a matter of extreme urgency to 
analyze urine or blood for their sodium or potassium 
content. Medical scientists studying various types of 
metabolism have spent many tedious hours in carry- 
ing out analyses of this type. Already the flame pho- 
tometer, originally developed as a control device in 
catalyst production, is now playing a vital part in 
many phases of medical research. 


Visible-light Spectrometer 


Many analytical problems of the mining industry 
are also critical. Large tonnages of ore are processed 
continuously at a rapid rate, making the work of the 
chemical analyst very difficult. Moreover, in many 
recovery processes financial losses may be consider- 
able, if appreciable quantities of the material being 
extracted pass into the ore tailings. Under these con- 
ditions, a certain chemical analysis obtained only 
after several hours of work was found to be too late 
to be of maximum value. Once again, a simple solu- 
tion to the problem was found. With a simple and 
inexpensive visible-light spectrometer and a knowl- 
edge of the color reactions which metals undergo when 
reacted with certain chemicals, the metal content of 
the ore tailings could be determined in a few minutes. 

Colorimetric analyses of the above types, using 
“color” in its broadest sense, can be performed in 
every part of the electromagnetic spectrum, which in- 
cludes radio waves, infrared, visible light, ultraviolet 
and X-rays. For example, the infrared portion of the 
spectrum is of particular importance to the analyst. 
The existence of infrared was proved as long ago as 
1800 and the techniques of infrared spectroscopy 
have been known for many years. During recent 
years, however, this branch of applied physics has 
become of ever-increasing importance, having been 
applied with spectacular success, for example, in the 
production of butadiene for synthetic rubber. Many 
organic chemical compounds are capable of existing 
in two or more isomeric forms; that is, forms which 
have the same basic chemical formulas but which 
differ in their actual molecular architecture. Fre- 
quently, it is extremely difficult to distinguish these 
isomers, and analysis is practically impossible. In 
manufacturing butadiene thousands of analyses are 
carried out to determine the relative proportions of 
the iso-butane and normal butane in the gas streams. 
Standard methods of analysis at the beginning of the 
war required four to five hours for an individual de- 


termination. Infrared radiation was used in a simple, 
“colorimetric” type of analysis to determine the bu- 
tane-isobutane ratio in a few minutes. In some cases, 
continuous production records were obtained by in- 
serting simple infrared apparatus in the butane 
streams. 

This last-mentioned technique of applied physics is 
today being used successfully to solve many a difficult 
analytical problem and some which are amenable to 
no other method. One of the more recent of these is 
in connection with a medical research problem where 
complex mixtures of steroid hormones are being ana- 
lyzed. 


Infrared Gas Analyzer 


In performing certain infrared analyses it is un- 
necessary to use an actual spectrometer, a very much 
simpler instrument called an infrared gas analyzer 
being entirely sufficient. The exhaust fumes or other 
gas phase products of many chemical processes can 
be analyzed continuously by allowing them to flow 
through the absorption cell of this instrument. An 
electrical impulse, proportional to the amount of 
absorption, may be used to indicate the amount of a 
given component present, to furnish a permanent 
plant record or to control the reaction itself. The sen- 
sitivity, precision and simplicity of this method rec- 
ommend it highly for many uses. 

Aside from uranium, thorium, actinium and a few 
others, most of the elements of the periodic system 
are stable and exhibit no radioactivity. Potassium, 
however, forms an exception to this general rule, for 
it alone of the elements commonly found in chemical 
compounds, possesses a marked degree of radioactiv- 
ity. It was recently demonstrated that the amount 
of radioactivity of the average laboratory or plant 
sample, measured by means of an electrical instrument 
called a Geiger counter, can be correlated with the 
amount of potassium in the sample. Again a tedious 
analytical problem was reduced to a simple task. 

About fifteen years ago the cyclotron was invented 
and it quickly became possible to produce artificially 
radioactive isotopes of almost every element. Count- 
less research problems hitherto impossible to solve 
were undertaken at once and through the use of these 
new isotopes or “tagged” atoms, information of value 
was obtained in practically every branch of science. 


ATOMIC BY-PRODUCTS 


Thus far it has been stressed that industrial re- 
search can profit greatly by enlisting the services of 
physicists, and through the application of simple and 
well-established physical principles and tools. It must 
not be implied that the recent and more spectacular 
discoveries are not of paramount importance to in- 
dustry and to the physicist in industry. On the con- 
trary, with each such discovery the working tools 
of every physicist are improved. 
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The atomic energy discoveries, for example, are of 
great importance to industry. However, long before 
atomic power itself becomes generally available, the 
by-products of this research program will be in com- 
mon use. In fact it has been said that the time may 
come when we will look back and realize that the 
major benefits of the atomic energy program were the 
by-products which came from it. One of these, the 
large-scale production of “tagged” atoms or radioac- 
tive isotopes, is already proving to be of great value. 
Although available from cyclotrons prior to the war 
in minute quantities only, a sufficient amount of ex- 
ploratory work was completed to point the way to 
the widespread application of these useful isotopes 
in the postwar era. Already they have been used to 
trace the course of certain drugs within the body, to 
shed light upon some of nature’s most fundamental 
processes such as the utilization of carbon dioxide by 
plant leaves, and to follow the course of complex 
chemical reactions. Many analytical problems may be 
greatly simplified through the judicious use of 
“tagged” atoms. 


PHYSICISTS IN INDUSTRY 


One can see that the future of physics is indeed 
bright and that the outlook for physicists in industry 
is good. Today, the world is becoming more familiar 
with the science of physics and there has during the 
past few years been a marked increase in the mem- 
bership of the American Physical Society. We may 
safely predict that in the future more students will 
select physics as a profession and that industry will 
to an increasing extent utilize organized physics 
groups in its research and production work. 


The Outlook for Research 


Carroll A. Hochwalt 
Central Research Director, Monsanto Chemical Company 


| THE past twenty-five years a new economic fac- 
tor has assumed great importance in the business 
world. This factor, which I call the scientific process, 
has for its basis the reproducible experiment, which 
we now call research. 

Man has learned to evaluate his thought processes 
by practical experience. Scientific thinking, however, 
because of its pioneering character, must be supple- 
mented by planned experimentation. While mathe- 
matics has been brought to an exact science, requir- 
ing no reproducible experimentation, this is not true 
of chemistry and physics. 

Industrial research on a large organized scale is a 
rather recent development. It was not until after 
World War I that such research received its great 
impetus in the United States. This probably was due 
to the fact that we realized then that research was 
the prime reason for Germany’s industrial strength 


and that for us to obtain a similar stature we would 
have to develop our own scientific resources. 


INDUSTRY’S ROLE 


At first there were misunderstandings between busi- 
ness management and men of science as to the proper 
function of industrial research and misgivings as to 
whether business should sponsor broad research pro- 
grams. However, these differences have now disap- 
peared and the majority of industry’s annual reports 
emphasize the achievements of their research depart- 
ments and the extent of their research appropriations. 

The reasons for this are manifold. The businessman 
realizes that research will produce new ideas that not 
only will stimulate his entire organization but will 
insure the strength and health of his business. Stock- 
holders also have come to judge a company by the 
quality and number of its scientific achievements. 
Today, management realizes that in order to main- 
tain its company’s position, it must have a program 
of industrial research that is at least as aggressive as 
its competitor’s. 

Industrial research has had a phenomenal growth 
in the United States. In 1920, there were approxi- 
mately three hundred industrial laboratories with a 
research personnel of about 7,500 and a total budget 
of about $30 million. In 1940, the number of indus- 
trial laboratories increased to 2,350 with a total re- 
search personnel of about 70,000 and expenditures 
of over $250 million. 

In winning the war the value of industrial research 
was demonstrated in a spectacular manner, and as a 
result we can anticipate that the rate of growth of 
industrial research will increase even at a faster pace 
in the postwar period. Dr. Lee Irvin Smith, of the 
University of Minnesota, states that when the above 
figures are extrapolated to 1950, they lead to the 
expectation of about 3,500 laboratories with a scien- 
tific personnel of 150,000. Thus in thirty years indus- 
trial research personnel will have increased twentyfold. 

Scientific research was undoubtedly a prime factor 
in the early winning of the war. The atomic bomb, 
synthetic rubber, penicillin, DDT, radar, high-octane 
gasoline, the proximity fuse and jet propellents were 
of extreme importance. These contributions could not 
have been made if we had not, prior to the war, had 
the fundamental principles, the scientific personnel 
and the engineering skills required to first envisage 
and then execute the tremendous tasks which the war 
demanded. In the decade from 1930 to 1940, expendi- 
tures for all types of scientific research in the United 
States increased from $166 million to $345 million. 


ACCUMULATING SCIENTIFIC CAPITAL 


It has always seemed incongruous that scientific 
and technological advances are frequently referred to 
as the results of wartime rather than peacetime effort. 
It is only in times of peace that we add to our scien- 
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tific resources. It is then that we train our personnel, 
uncover basic principles of science, and speculate on 
ways in which these may be used. There is no op- 
portunity to do this in time of war. All that we can 
do in a period of critical emergency is to ask our 
already trained personnel to apply previously estab- 
lished basic facts to the needs of the moment. This 
amounts to using up our scientific capital. During the 
war years we lived almost entirely on our principal; 
we depleted our resources without adding to them. 
Every bit of fundamental knowledge, every building 
block of scientific fact was scanned and utilized wher- 
ever possible by every available scientist. 

When industry first realized the necessity for re- 
search its personnel had, in the foreign and American 
literature, an accumulated fund of knowledge upon 
which to draw. However, this treasure house is be- 
coming exhausted. Industrial research must have 
new sources of knowledge. It therefore behooves us 
in industry to sponsor and encourage more funda- 
mental or basic résearch, not only in the universities 
but also in our own industrial laboratories. 

That industrialists are beginning to appreciate the 
necessity of fundamental research, from which all 
applied research springs, is evidenced by the fact that 
in 1938 industry spent 5% of its total research budget, 
or about $9 million, for this type of work. In that 
same year, universities and colleges spent about $20 
million, or about 70% of their research budget for this 
purpose, and the federal and state governments spent 
a total of $7.5 million, or about 15% of their research 
budgets. 

Therefore, industry was standing the cost of about 
one fourth of all the basic research being done in this 
country before the war. Today, industry plans to 
spend twice as much as it did in 1938 for research 
of all kinds, and it plans also to spend 10%, instead 
of 5% of its total research budget, for basic research. 
It is safe to predict that it will spend about $40 mil- 
lion annually over the next several years for this type 
of work. 


UNIVERSITY RESPONSIBILITY 


This fact, however, does not relieve the university 
of primary responsibility in the pursuit of funda- 
mental knowledge. Unfortunately, there is an increas- 
ing tendency for academic groups to do applied in- 
dustrial research with attendant neglect of funda- 
mental and basic studies. While this is understand- 
able from a financial standpoint, experience has shown 
that the university makes its greatest contribution by 
concentrating on fundamental fields of knowledge, 
and that industry can best handle development of 
the fields of applied research. 

Industry still looks to the university to perform 
the bulk of fundamental research, not only for the 
basic knowledge that will be uncovered but equally 
important for the training that this type of research 


affords. The more research that is conducted in the 
university the greater will be the opportunity for the 
schools to train men for research. Hence, in order 
to secure an adequate supply of well-trained men, ex- 
pansion of research activities in the universities must 
be sponsored by industry through grants and fellow- 
ships for fundamental studies. 

As a result of their closely integrated efforts during 
the war, industrial scientists and academicians have 
learned to work together as a team and have devel- 
oped better understanding and mutual respect. Con- 
tinuation of this teamwork must be encouraged for 
the greater development of both. We should discuss 
frankly our points of view in regard to training, orien- 
tation, and professional development of those students 
who plan to enter industry. This will be particularly 
important during the next few years because of the 
paucity of young scientists as a result of the war. 
In this way, the high quality of graduates will more 
than compensate for the lack of quantity. 


MAINTAINING HIGH ACHIEVEMENT 


Since the close of the war, we have read of the 
magnificent centers that are to be built to house the 
research facilities of many companies. While environ- 
ment is an aid in fostering the creative spirit in a 
scientific staff, it is not as important as the human 
factors involved. Research is done by scientists and 
the spirit of a laboratory is created by the type of 
men in that laboratory. 

Assuming a well-trained staff, the impact of man- 
agement policies is an all-important factor. A re- 
search-minded management that has scientists in- 
cluded in its inner councils will have clearer objectives 
of research and will provide more stable working con- 
ditions and a freer hand to those whose duty it is to 
carry out such research programs. Freedom from in- 
terruption of long-range research programs, with a 
modicum of control by management, is conducive to 
creative effort. While the creative spirit is sometimes 
seen in one individual as a “flash of genius,” this spirit 
can be fostered and encouraged in industrial research 
groups, consisting of the chemist, the physicist, the 
engineer and the technician working as a team, by 
having them operate in an atmosphere of sympathetic 
understanding. 

The professional and civic development of our 
scientists must be encouraged in every possible way 
if these highly trained and intelligent individuals are 
to achieve their maximum usefulness to industry and 
to society. Industry must encourage its scientists to 
participate in the affairs of their technical societies, 
to cooperate in the study of the social implications 
of scientific advances, and to take an active part in 
governmental affairs at local, state and national levels. 
The individual must be encouraged continually to 
better his status by broadening his knowledge and 
improving his skill. All these factors should be an 
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integral part of personnel policies in progressive in- 
dustrial laboratories today. 

The industrial scientist requires contacts with aca- 
demic circles to stimulate and revivify his thinking. 
The executive committee of the Monsanto Chemical 
Company has recognized this by recently establishing 
annual academic leaves of absence as awards for es- 
pecially meritorious service and outstanding perform- 
ance in the fields of physics, chemistry and chemical 
engineering, carried out at any period and in any 
location in the service of the company. Four such 
awards will be made for the year 1946-47 and will 
be for a period of one academic year. The recipients 
will return to campuses of their own choosing for re- 
fresher courses and original research. They will re- 
ceive their regular salaries during this time and the 
company will pay all moving expenses to and from 
the university or college. Such a plan not only will be 
beneficial to the individuals as a result of the renewal 
of their academic life but also, on their return, will 
help to introduce fresh points of view in industrial 
research. 


PROBLEMS OF PEACE 


Can we cope with the problems of peace as effi- 
ciently as we have with the problems of war? Econo- 
mists tell us that the problems of peace can be solved 
by continuing production at an accelerated pace. If 
we can keep some fifty-four and a half million people 
in this country employed, our economic future will 
be secure. For the immediate future this can be done 
because for four years we have been going without 
our normal supplies of peacetime goods. But when 
everyone has satisfied their pent-up demands, what 
then? The answers to this difficult question must 
come from many sources—our economists, our leaders 
in political science, our philosophers, our leaders of 
labor and of industry and our scientists. 

I am certain that science will be a constant stimulus 
to industry by maintaining a steady stream of new 
things which everyone will want to buy. New prod- 
ucts within the buying power of the potential con- 
sumer or old products whose costs have been lowered 
to within the consumer’s reach will be bought. The 
development of new products, however, requires re- 
search, as does the development of less expensive pro- 
duction methods. 

Contrary to the doleful statements made by some 
false prophets, our economy is not mature—new scien- 
tific frontiers still challenge us. Though we may stand 
at our geographical boundaries, our scientific horizons 
are unlimited. Each new basic discovery and each 
new technological development opens new territory 
for intellectual homesteading and creates new oppor- 
tunity for gainful employment, for elevation of our 
standard of living and for improving our lot in life. 
The past is replete with examples, but those of the 
future are just as numerous. The utilization of atomic 


energy, the application of radioactive isotopes and 
synthetic elements, the development of microwave 
transmission, the realization of supersonic flight, the 
creation of low-cost housing, and the synthesis and 
improvement of antibiotics are but a few of them. 

Under normal conditions, industry can provide a 
satisfactory environment for the industrial scientist 
by furnishing ample facilities and enlightened leader- 
ship. It can help the academic scientist with financial 
assistance and intellectual cooperation. Industry it- 
self, however, requires a favorable environment in 
which to flourish, and this factor deserves attention. 
Tax laws, tariff regulations, and other government 
policies must not be such as to make it impossible for 
industrial activity to continue at high pitch. Rela- 
tions between labor and management must be such 
as to insure steady operation if production is to be 
maintained at the high level which is essential for the 
prosperity of all. Freedom from unwarranted govern- 
ment interference with normal business operations, 
with intellectual development, and with details of our 
daily life must be assured. Finally, the fruits of re- 
search must be protected until the heavy expense in- 
volved in their creation can be amortized. The latter 
requires enlightened administration of the patent laws 
within the traditional American competitive system. 

The organization of industrial research is on a 
sound basis and the management of scientific prob- 
lems will be on a high level in the coming years. I am 
convinced that industrial research, with a free hand in 
its own management, with the correct proportion of 
fundamental research to leaven the applied research 
and with the sympathy and understanding of indus- 
trial management, will make important contributions 
toward the achievement of a high standard of living 
and economic stability for this country. 

In a democracy, however, no one group should be 
expected to assume full responsibility for a program 
which is essential to the welfare of all of us. The war 
was won because we all worked at it; the peace can 
be won only if we, and a great many more of our 
kind, work even harder. If we could be assured of 
the same progress in economics, politics, diplomacy 
and sociology that one can with certainty foresee in 
the physical sciences, I feel certain a permanent era 
of postwar peace and prosperity would be assured. 


Mr. MacMullin on German Inventions 
Cotton 


Germany imported all its cotton before 1940 to supply 
its large textile industry. As soon as the supply of cot- 
ton was threatened, they rapidly changed over to rayon 
and synthetic fibers without losing any production of 
textiles as a whole. It was a gigantic task, and, during the 
course of its development, many new improvements and 
methods of manufacturing rayon and many new synthetic 
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fibers were invented. Practically all the operations in vis- 
cose rayon were made continuous, including the prepara- 
tion of the solutions and the aging, which had not been 
done in the United States. Among the new fibers may be 
mentioned chlorinated polyvinyl chloride and certain 
of the polyamides. 


Magnesium, Plastics 


A limited supply of iron ore and alloy materials gave 
impetus to the development of the light metals, particu- 
larly magnesium and plastics. Plastics made tremendous 
strides in Germany during the war, just as in the United 
States, and in general the development was parallel. In 
some cases, however, the Germans developed novel means 
for continuous polymerization, extrusion and sheeting. They 
also developed some new types of plastic, and they were 
quite ingenious in the applications of plastics to textile 
fibers, adhesives, artificial leather, electrical insulation, and 
so forth. 


Rubber, Petroleum 


The situation with respect to rubber was about the same 
as ours. When the sources of natural rubber were cut off, 
they developed synthetics.. They standardized, more or 
less, the same as we did, on a type of Buna to supply 
their bulk requirements for military purposes. In addition, 
however, they experimented with many new types of copoly- 
mers, some of which were new to us. They used continu- 
ous polymerization methods which have not yet come into 
extensive use in the United States. They developed the 
Redox system of copolymerization, which is of fundamen- 
tal theoretical as well as practical importance. 

Having no petroleum, Germany developed the Fischer- 
Tropsch process for making synthetic motor fuels from 
water gas, and the Bergius process for making liquid fuels 
and lubricants by the hydrogenation of coal. Except for 
the Rumanian oil, which Germany acquired by conquest, 
all her gasoline and most of her lubricants came from coal. 


Acetylene 


Another source of hydrocarbons which the Germans de- 
veloped was acetylene. The bulk of the acetylene was 
produced from calcium carbide, which in turn was pro- 
duced from limestone, coke and power, and the power in 
turn was produced from coal. 

Another source of acetylene was the are process used 
at Hiils by which hydrocarbon gases were cracked and 
purified to give acetylene. From the acetylene the Germans 
developed a truly remarkable series of products which in- 
clude solvents, lubricants, water repellents, tanning agents, 
detergents, insecticides, plastics, adhesives, elastomers and 
pharmaceuticals. The organic chemistry of acetylene and 
its derivatives, discovered by Dr. Reppe and his co- 
workers, is probably the most notable achievement in the 
field of chemistry in Germany. 


Pulp-mill Food 


Because of the shortage of foodstuffs, many new syn- 
thetic foods were developed. One of the most interesting is 
the yeast which was grown in lignin waste from pulp mills. 
This yeast was used as a cattle feed, and eventually it 
might have been used as a source of proteins for human 
consumption. 


“T-Stoff” 


A story which is familiar to all is the development of 
jet and rocket propulsion by the Germans as a substi- 
tute for bombers when their air fleets had been reduced 
to impotence through allied military action. The use of 
85% hydrogen peroxide—what they called ‘“T-Stoff”— 
in combination with calcium permanganate and hydyra- 
zine, as a chemical fuel for rockets and jet motors, was 
certainly an outstanding achievement, and had us very 
much worried early in 1945. 


Mercury Cells 


Using mercury cells, they made metallic sodium. They 
found the combination of electrolytic cells with other 
cells to get the sodium out of the mercury. To put the 
sodium into the mercury was potentially a very good solu- 
tion to the problem of making metallic sodium from salt 
at low cost. 

Many other by-products of amalgam were developed by 
using the mercury cell as the basic instrument. For ex- 
ample, they made sodium sulphide and hydrazine. They 
recovered caustic soda and sulphuric acid from the waste 
liquor of rayon plants. They produced benzidine from ni- 
trobenzene, oxaldehyde from oxalic acid, aluminum oxy- 
chloride, sodium hydrosulphite, and so forth. 

In making tetraethy] lead, instead of making the sodium 
on the one hand and then alloying it with the lead, they 
actually developed a cell which would produce the sodium 
lead alloy which could then be used direct in the synthesis 
of tetraethyl lead, 


Graphite, Calcium Carbide 


The graphitizing furnaces were run on direct current, 
which is a very interesting thing—not that you can make 
any better graphite that way; but it introduces some 
advantages from the electrical engineer’s point of view. 

Calcium carbide is usually made by casting the molten 
product from the carbide furnace into a solid, and then 
cracking it up, grinding it and sifting it, and so forth. The 
Germans had a method of granulating the molten carbide 
just as it came directly from the carbide furnace, and put- 
ting it in granular form, ready for use. 


Sulphur 


Because of their shortage of sulphur during the war, they 
worked out a process for making oleum, which is fuming 
sulphuric acid, an essential agent in making nitrations such 
as nitrotoluene or nitrocellulose. They did this by taking 
the waste acid, the weak acid, and dissociating it. HSOs 
plus water was decomposed into sulphuric oxide and oxy- 
gen and water; then the water was condensed out; then 
the sulphuric oxide and the oxygen went right out through 
the usual catalytic process to make SOs, sulphur trioxide, 
which could then be added to the sulphuric acid, concen- 
trated sulphuric acid, to make oleum. It was a very inter- 
esting adaptation. 


DDT, Ammonia 


The fluorine analog of DDT was developed over there; 
it was known as “Gix” in Germany. 

Their ammonia converters for making synthetic ammonia 
under high pressure were of rather unusual design. The 
catalyst was put into the converter tubes, and, instead of 
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pulling the whole basket out when the converter was used 
up, they used a vacuum cleaner to suck the contents out. 
It may seem like a minor point, but actually it was quite 
an achievement. 

In the styroflex process, polystyrene was extruded and 
expanded over a series of rollers arranged like a fish tail 
so as to produce two parallel flat plastic sheets. By this 
“two-way stretch” method, uniform films down to two 
hundredths of a millimeter were produced. 


Radar Shield 


Special oxides of iron were developed which were simulta- 
neously good insulators and good dielectrics. Ordinarily, 
most of the materials in nature are either one thing or the 
other. Actually, the two properties are not related to 
each other; they are independent variables. If you balance 
the insulating property against the dielectric property, 
then that material has the ability to absorb radar waves. 
These substances were incorporated in rubber sheets and 
used to cover the outside surfaces of submarines to protect 
them from radar detection. 


Helicopter Radar Detector, Rectifier 


The helicopter radar station was one of Hermann Goer- 
ing’s pet projects; a complete radar detecting station mount- 
ed in the helicopter, which was tethered on the end of a 
power cable which carried the whole plant up to quite a 
high elevation. Two hundred horsepower electric motors 
were used for propulsion. They were flown over the Eng- 
lish Channel. 

One of the most outstanding things in electrical engi- 
neering was the development of the kontaktumformer, 
which was a mechanical type rectifier of outstanding char- 
acteristics. This machine will transform alternating cur- 
rent to direct current at high current loads and high ef- 
ficiencies. I saw a couple of these 10,000-ampere machines 
converting a.c. to d.c. at one hundred to two hundred volts, 
operating at between 96% and 97% efficiency, and they 
had operated successfully for five years. We want to bring 
that over to this country as fast as we can because it is 
of great interest to the electro-chemical industries. 


Seeing in the Dark 


They had devices for seeing in the dark for distances 
up to one hundred yards. They were used on military ve- 
hicles for driving at night without lights, and they were 
used also in rifles to enable the sharpshooter to pick out 
his target. 

They had a 20,000-KVA transmission line taking power 
at 110,000 volts d.c. in a trial installation which ran be- 
tween Charlottenburg and Moabit, and that transmission 
line was being extended to Berlin. 

Shell castings were made by extrusion of steel at a 
relatively low temperature. This proved to be an inexpen- 
sive shortcut in manufacture. 3 

They had no mica, so they developed a synthetic flake 
and sheet product which was needed for electrical insulating 
purposes. 

Most of our coke retorts are either horizontal or vertical. 
The Germans had a slanting, self-discharging retort for the 
coking of coal. 

A new type of loop-scavenged, high-speed two-cycle die- 
sel engine was developed for aircraft use. It had a re- 


markably low-unit weight per horsepower. 


A Magnesium Automobile, Heat Pump 


A car of Czech manufacture fabricated completely of 
magnesium metal and alloys, having a rear-mounted motor, 
was discovered. The total weight was about 1,500 pounds; 
it could carry five or six passengers. Its maximum speed 
was 120 miles an hour. 

There was the heat pump, a new system for heating 
submarines by air compression, which is very powerful 
and safe, The basic discovery was by Helmholtz many 
years ago, but actually they were the first to put it in 
effect. It is an important development for marine refrig- 
eration and heating systems. 

The Germans were the first, to my knowledge, to use a 
multistage turbine pump for circulating ammonia gas at 
two hundred to three hundred atmospheres. They found that 
the gas at this pressure didn’t obey the ordinary gas laws. 
You couldn’t build a gas turbine to do this job, but the 
compressed gas was so heavy that it acted more like a 
liquid, and then, by applying hydraulic design to the thing, 
they actually made it work. Savings in cost of construc- 
tion and operation were considerable. 


A Submerged Water Pump and Motor 


They had a deep-well water pump in which both the 
motor and the pump are completely submerged in the water. 
The secret of the success of this pump was in the electrical 
insulation. 

They had ships with triple screws all directly connected 
to their driving units. Outside screws were smaller and 
used for slow cruising and maneuvering, and the center 


‘screw was used for high speed. This design provides addi- 


tional space for cargo. 


Spark Plug in Fuel Tank 


Ordinary gasoline engines do not operate very well at 
high altitude. At 40,000 feet or over, spark plugs fail to 
work properly—the spark goes all over the motor instead 
of down into the engine—so they developed a type of fuel 
in which the spark plug was in the fuel rather than in the 
engine. In other words, they put a self-igniting fluid into 
the gasoline and, when the fuel was injected into the 
motor, it spontaneously ignited. 


Business Book Shelf 


Industrial Life Insurance in the United States. By 
Malvin E. Davis. New York and London: McGraw-Hill 
Book Company. 


The author of this study who is Associate Actuary of 
the Metropolitan Life Insurance Company states that 
by 1943 more than 50 million people in the United 
States were enrolled as industrial policy holders and 
owned $24,500 million of such insurance. 

This study is written in nontechnical terms and 
embraces every significant feature of industrial life 
insurance, such as the agency system, supervision, the 
classification of applicants, expenses, premiums, in- 
vestments and so forth. It is a very useful introduc- 
tion to understanding an important sector of the 
American economy. W. S. 


Selected Business Indicators 


(Annual Statistics Appear in “The Economic Almanac 1945-46,” Page 156) 


| 1946 1945 Percentage Change 


Item Unit May, 


1st 5 Months, 
1945, to 1945, ti 


May April March February May, Ist 5 Month oh 
1946 1946 
Industrial Production 
Phesbesd CEERI) (OS) scccspyavevere-syaratere sues os 1935-39 =100 || p 160 | r 165 168 152 -28.9 -30.6 
Manufacturing (FRB) (S)........ 1935-39=100 || p 168 | r 176 173 154 -30.0 -32.9 
Durable goods (FRB) (S)....... 1935-39 =100 || p 176 | r 191 182 188 45.5 -49.7 
CUA Daleee eee es Sees See 000 net tons 4,072 |r 5,860 6,507 1,393 45.3 40.2 
ie ISOM. Aalst ne tine errs ores 000 net tons 2,275 3,614 4,424 1,148 -54.6 42.5 
Copper (refined).............. net tons 20,551 18,989 20,139 49,923 -75.9 -52.3 
trefined ear cco rs oe net tons 19,530 23,766 25,336 41,643 -57.4 -31.7 
Zancislah) scree aoe net tons 62,416 60,903 71,612 61,274 -10.1 -6.5 
Glass containers.............. 000 gross n.d. 9,530 9,872 8,985 +11.6c} +17.2d 
Pamaber: alan a kenosio eave sieates million bd. ft. n.d. 2,538 |r 2,279 |r 1,887 +4.1¢ -7.3d 
Machine tools!............... 000 dollars p 26,580 |r 28,108 27,326 26,949 -33 .3 —28.0 
Machinery (FRB)............ 1935-39=100 || p 231 | r 225 206 | r 190 43.0 49.6 
Transportation equip. (FRB). .|| 1935-39=100 |} p 238 | r 249 206 | r 196 : -61.0 -66.8 
AULOMODIUES. (6.05.2 oes ee are units 152,948 | r 150,206 90,045 AT;668.) wes oi) teleost a ho Se ae 
Nondurable goods (FRB) (8)... .| 1935-39=100 |} p 161 |r 163 166 | r 167 : 6.9 -6.5 
Cite) nc, ccabsyeatawal ds: bales 871,559 | 813,732 | 803,937 | 746,594 +5.0 -1.0 
NES a ae atlas aa aes em million pounds na.|p 173.0 60.8 56.2 +28.3¢ +7.5d 
HREVON VAIN cet cc reise cee - million pounds} 56.5 56.6 58.3 50.2 +6.6 +11.7 
Food prod., mfd. (FRB) (S). ...|| 1935-89=100 ||p 143|p 152]r 155 159 6.5 -2.9 
Chemicals (FRB) (S)......... 1935-39=100 || p 236 | r 235 234 |r 233 —26.0 26.3 
Newsprint, North American. ..|} short tons 457,673 434,421 430,608 | 396,390 +28.5 +24.7 
BADER sat sts sists atiilee ois; e eleei % of capacity 100.7 102.7 104.4 98.4 +12.1 +12.8 
Paperboard iin siosceeye opie s % of capacity 94 99 100 97 -2.1 +0.8 
Boots and shoes®.............. thous. of pairs |e 50,350 | p 49,100 | p 47,800 |r 43,694 +15.1 +11.5 
Cigarettes (small)*............ millions 29,972 25,452 26,401 23,637 +40.8 +39.3 
Mining (FRB) (S)............... 1935-39 =100 || p 116 | r 104 137 141 -15.9 -8.8 
Bituminous coal.............. 000 net tons |p 20,420 3,210 56,800 49,960 -58.7 -25.1 
PADEDTACIEC eiereiaichay ereyarclelo'« esate als 000 net tons|i/p 5,468]7 5,094 5,492 4,788 +164.0 +22.7 
Crude petroleum‘............. 000 barrels e 4,740 le 4,625 4,414 4,719 2.7 -3.6 
Muectric power®, 3... oss. s.8+ ese million kwh 3,907 3,994 3,988 3,963 -10.2 -10.2 
Reonatruction®;. Sse da. oaatlone. 000 dollars 952,418 734,911 697,593 387,399 +292.7 | +149.4 
Heavy engineering—Public’........ 000 dollars 46,529 46,908 34,171 19,849 +77.0 +53 .5 
Heavy engineering—Private’....... 000 dollars 65,520 87,140 61,824 42,158 +877.9 | +599.4 
Distribution and Trade 
Carloadings, totals................ thousand cars 648.0 652.7 798.6 726.6 -24.7 -11.9 
Carloadings, miscellaneous®......... thousand cars 325.4 372.9 359.8 300.4 -18.6 -14.0 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 224.9 233.7 296.9 +33.0c|  +23.7d 
Department store sales (S)......... 1935-39 = 100 257 r 250 263 254 +36.0 +25.3 
Variety store sales (S)............. 1935-39 = 100 n.d. 181.8 193.5 180.1 +18.0c +10.8d 
Rural retail trade (S).............. 1929-31 =100 n.d. 308.7 | r 345.5 280.7 +54.0c¢ +26 .8d 
Grocery chain store sales (S)*....... 1935-39 = 100 n.a. 210.4 214.7 215.6 +30.1le} +26.5d 
Magazine advertising linage........ | thous. of lines 4,271 4,775 4,910 4,604 +13.8 +17 <1 
Commodity Prices 
All commodities (BLS)............ 1926=100 |p 111.0] p 110.2 108.9 | 107.7 +4.7 +3.4 
Raw materials.................. 1926 =100 p 123.6|p 192.2 120.5 118.9 +5.0 +3.9 
Semi-manufactured articles....... 1926=100 p 101.9|p 101.1 100.4 98.8 +7.3 +5.2 
Manufactured products.......... 1926 = 100 p 106.1|p 105.5 104.5 103.4 +4.2 +2.8 
arm products)... 2.2.5... ses a0 1926 = 100 p 187.5|p 135.4 133.4 130.8 +5.9 +4.3 
‘ORCC EE 2 A Sn GIST Sie are eA 1926 =100 p 111.5|p 110.8 109.4 107.8 +4.2 +3.8 
Sensitive industrial (NICB)®........ 1929=100 98.1 98.1 97.1 95.7 +2.0 +0.5 
Sensitive farm (NICB)®............ 1929=100 138.7 |r 136.9 135.7 133 7 +7.9 +7.3 
ELAIL PYICER). See s dan sn riotous «= 1935-39 = 100 n.d. 144.4 143.4 142.7 +3.2¢ +2.6d 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 154.3 151.7 141.8 143.3 +30.5 +30.1 
LETS 15 a F yal oe ee See ener 1935-39 = 100 158.8 155.9 144.5 145.8 +32.0 +30.6 
ROBO i cos oe nace as Sedvinte, Fe 1935-39 = 100 157.2 156.8 153.6 159.8 +16.9 +25.0 
TE a ee ian allie 1935-39=100| 1293] 1975] 122.8] 193.7 427.8] 429.1 
Total no. shares traded N.Y.Stock Ex.|| thousands 45,691 43,947 35,774 51,851 +7.8 +18.6 
Corporate bond yields (Moody’s). . .|| per cent 2.71 2.67 2.66 2.68 6.2 -7.9 
Financial Indicators 
Bank debits, outside New York City} million dollars 42,433 42,122 |r 43,449 36,210 40,643 he 4 +4.4 +11.6 
New capital corporate issues........ 000 dollars 199,771 | 289,600 | 128,215 47,089 | 159,360 -31.0 +25.4 +98.3 
Refunding issues.................. 000 dollars 671,104 | r 387,663 | 307,415 | 264,262 | 367,086 +73.1 +82.8 +5.1 
Comm.., industrial and agric. loans®. .|| million dollars 7,468 7,511 7,475 7,368 5,818 -0.6 428.4 +20.9 
National i income payments......... million dollars n.a.|p 12,784 |r 13,199 12,068 13,194 -3.15) -3.1¢ -3.6d 
Money in circulation, end of month.!! million dollars I p 28,116 |r 27,885 27,879 27,954 26,528 +0.8 +6.0 +7.8 


SAdjusted for season variation ‘Shi ments 2Consumption; ae consumption measured by tax-paid withdrawals 3Excludes reconstructed government shoes included 
in data prior to 1944 ee daily verage wee! cP, W 1Engineering News-Record—average weekly  *Grocery and combination chain store sales —_°140 centers 
aApril, 1945  bPercentage change, March, 1946, to April, 1946 fo ec change, April, 1945, to April, 1946 dPercentage change, first 4 months, 1945 to first 4 months, 1946 
eEstimated _=n.a.Not available pPreliminary rRevised 
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Chronicle of Business 


May 

27 National Wage Stabilization Board announces revision 
of policy for approving wage rates and incentive pay- 
ments on new jobs. 


28 United States extends $1.4 billion credit to France. 
Ceilings raised 50 cents a hundred pounds on corn 
mnilling products. 


29 Secretary Krug announces end of soft coal strike. 


30 Argentine decree establishes stringent restrictions on 
American insurance firms operating there. Import 
and wholesale prices for Hawaiian molasses raised $3 
a ton, and West coast ethyl increased 2.7 cents a 
gallon to industrial users, effective May 31. Receipt 
of 114.8 million bushels of grain attributed by 
Department of Agriculture to wheat and corn bonus 
plan. Bowles announces that retail prices of milk and 
milk products will be increased in June. Seven mari- 
time unions demand retroactive wage increases of 
22 cents to 35 cents an hour. 


31 CPA cuts octane rating in premium type gasoline from 
80 to 78.5 to reduce demand for tetraethyl lead. 


June 
1 OPA announces increases effective June 3 in maximum 
prices of brass mill products to reflect the 2.375 cents 
a pound increase in copper. 


2 Housing expediter Wyatt announces he is ready to pay 
subsidies on softwood plywood, structural clay prod- 
ucts and gypsum paper liner where production quotas 
are exceeded. 


3 OPA restores price controls on all glass containers 
except liquor bottles. Effective June 4, manufacturers 
of tin cans for food, milk and miscellaneous nonfood 
items get 9% increase in maximum prices. Senate 
passes bill reducing United States debt limit from 
$300 billion to $275 billion. 


4 Insurance is “interstate commerce” but South Carolina 
may tax insurance companies without regard to uni- 
formity of legislation, rules Supreme Court. CPA adds 
16 items to list of critically scarce products, including 
building materials and machinery. Manufacturers of 
lead-covered wire or cable, except armored cable, 
given increased ceiling prices to cover higher lead 
costs. 


5 CPA announces that “substantial” government sur- 
pluses of brass and copper scrap will be made avail- 
able to industries badly in need of it. 


6 Vinson named Chief Justice; Snyder, Treasury head. 


7 Eight-day strike of hard coal miners ends; workers 
get general pay increase of 18.5 cents an hour and a 
5-cent-a-ton welfare levy. 
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8 Foremen’s Association loses election at Carnegie Illinois 
sheet and tin plant in Gary. 


10 War Assets Administration announces plans for dis- 
posal of its large rubber plants to “afford prospects 
of introducing competition” into the synthetic rubber 
field. Supreme Court upholds lower court conviction 
of three tobacco firms of Sherman Act violation. 


11 President Truman vetoes Case bill, House sustaining 
veto. House Labor Committee favors minimum wage 
of 65 cents, retroactive to December 31, 1945, as ap- 
proved by Senate. Office of Economic Stabilization 
acts to reduce subsidies (advanced March 28) for 
copper and lead to match recent price increase granted 
by OPA. 


12 Chrome ore products, silicon, tungsten and other steel- 
hardening alloys removed from price controls. CPA 
orders steel mills to give delivery priorities to manu- 
facturers of scarce agricultural machinery and con- 
struction items. 


13 South American copper is reported selling in New York 
export market above new domestic price. Chicago 
and Kansas City Boards of Trade suspend wheat and 
other futures trading, attributing action to United 
States diversion of grain abroad. Tin-plate exports 
from July through October fixed by CPA at 37% 
of foreign requests. Soft coal captive mines ask ban 
on foremen’s unions. 


14 Ship pay accord grants 40-hour week in port for seamen 
and take-home pay may average $51 a month higher. 
Thirty-day inventory curbs clamped on synthetic 
rubber and high-grade zinc by CPA. 


17 Reconversion Director Snyder recommends disposal of 
government-owned rubber plants, following WAA pro- 
posal of June 10. Attorney General Clark approves 
sale of Geneva steel plant to U. S. Steel Corporation. 


19 Housing Agency announces subsidy of $5 a thousand will 
apply to brick and tile after June 1, where production 
exceeds stipulated quotas. 


20 Senate Finance Committee approves extension of 1937 
Sugar Quota Act for three years beyond 1946. OPA 
authorizes anthracite increase of 91 cents a ton. 
State Department announces United States will pay 
23.5 cents a pound for rubber at Far East ports. 


21 ICC authorizes railroad freight rate advance averaging 
6.5% on July 1, pending further study; official classi- 
fication territory (covering certain eastern states) 
granted an additional 5% increase over new rates, 
coal and iron ore being exempted. OPA gives soft coal 
producers an average 40.5 cents a ton increase. Federal 
Housing Authority increases financial backing to build- 
ers of lower-price homes. Producers of automotive 
metal stampings for replacement or service use get 
price increase bringing total advances since March | 
to 19%. 
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Current Business Trends— Continued 


Retail Sales Continue Climb 


FIRST-QUARTER retail sales gain of 20% 
over the same period last. year indicates that 
sales in 1946 may surpass the 1945 record by $15 bil- 
lion.1 A volume of this magnitude would follow the 
biggest retail buying boom in history when sales rose 
to $75 billion, or 78% above 1939. Despite the scar- 
city of goods and rationing throughout the greater 
part of this record year of 1945, per capita spending 
soared to $559—which was $165 higher than in 1929 
when there was an abundance of goods to supply 
the demand. (See table.) 


Chart 1: Department Store Sales and Stocks 
Source: Federal Reserve 
Millions of Dollars 
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The largest increases in sales volume from 1939 to 
1945 occurred in jewelry, liquor, eating and drinking 
places and apparel classifications. Nondurable goods 
rose 101% since 1939, and durable goods, because the 
normal supply of automobiles and household appli- 
ances were cut off, increased only 7%. The dollar 
value increase can, to some extent, be attributed to 
higher prices, but there is no doubt that the volume 
of sales of luxury items has been going up steadily. 

Department store sales continue to maintain a level 
well above any previous monthly average. April sales, 
reported at $319 million, were 53% over April, 1945,” 
and 26% below the peak of December, 1945. (See 
Chart 1.) The ratio of stocks to sales in April stood 


1Estimated by the Department of Commerce. 
2Raster was later in 1946 than in 1945. 


Chart 2: Retail Sales and Disposable Income! 
Source: U. S. Department of Commerce 
Billions of Dollars 


1The amount of money left to individuals for consumption expenditures or for 
savings after payment of direct personal taxes. 
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Chart 3: Ratio of Department Store Stocks to 
Sales 


Source: Federal Reserve 
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at 2 to 1 as against 1.9 in March, and 2.7 in April, 
1945. 

Consumer credit has risen sharply in recent months 
in contrast with the cash buying trend during the 
war years. Consumer credit volume outstanding is 
now not far from $7.5 billion, compared with a war- 
time low of $5 billion. 

The public is hungry for the new cars, refrigerators 
and other durables of which war needs were long de- 
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priving them. However, it is not likely that they 
will be willing to eat less food or wear less expensive 
clothing in order to finance a home freezer or the 
family car. Maintenance of these standards, along 
with larger buying of durable goods, points to the 
alternatives of a dip into savings or credit buying. 

The sharp rise in consumer expenditures for goods 
and services has resulted in a fall in the rate of net 
savings of individuals. The declining trend of net 
savings of individuals seems to be related to the 
credit rise. New savings in the first quarter of this 
year declined to an annual rate of $19 billion, a 
lower rate than at any time during the war and half 
of the peak rate of 1944 and the first half of 1945. At 
the same time, disposable income, although still ris- 
ing, has leveled off somewhat since 1944, while re- 
tail sales have increased sharply. (See Chart 2.) 


Enw V. Horowitz 
Division of Business Economics 


Estimated Sales of Retail Stores 
Source: Department of Commerce 
Millions of Dollars 


Percent- 
Classification 1944 1939 age 
Chan 
1939-1945 
All retail stores........ +77.6 
Durable goods........ 10,379|  +6.5 


2912| 2,751] 2.840] 5,549 -39.7 


WATE Se coacnoee. 8,620] 3,366 2,735) +47.0 
Home furnishings. . . 2,453] 2,258 1,733) +52.4 
Jewelry: .cs see ee 982} 964 362| +193.7 

Nondurable eee 59,517| 54,341) 47,706) 31,663] +-101.0 
ae 3,259] +184.4 

syd cranes bel ocah aye 1,563] +89.3 
Eating and drinking 

places:s).. 3.20. . e 3,520] +188.0 
Food 20 s7 45.253 10,165) +94.2 
Filling stations. .... 2,822} +5.4 
Gen. merchandise... 6,475) +79.8 
Liquorsn.citicraceut 586] +190.0 
Others 6.33.55 sects 6, 555 6, 282 3,273] +109 .0 


MIncludes mail order. c 
2Includes feed and farm supply, fuel and ice, and other miscellaneous. 


Food, Famine and Us 


NLESS rising food prices curtail currently en- 
larged exports, it will be impossible for farmers 

and other producers to supply the American people 
with all the food they want, according to estimates of 
the Department of Agriculture! This failure of sup- 
ply to equal demand is expected to be most noticeable 


in wheat, meat and manufactured dairy products, all. 


of which are now in short supply. These shortages 
will continue, according to the authorities, despite 
very large production in some instances. 

The department is certain, however, that the aver- 
age person in the United States will be amply nour- 
ished. On the basis of ordinary measurements, in 
pounds, bushels, or tons, civilian food consumption 
is expected to establish a new high per capita record 
this year at a figure about 14% above the 1935-39 
average. The nutritive value of food consumed will, 
however, present a somewhat different picture, with 
about 3,300 calories per person per day being available 
in 1946, as compared with actual consumption of 3,350 
calories in 1945 and an average of 3,250 calories in 
1935-1939. 

For the year as a whole consumption of frozen vege- 
etables and fruits, total meats, cheese, ice cream, and 
fluid milk will increase over the amount consumed 
in 1945, but consumption of butter and other fats, 
chicken, eggs, and wheat and corn products will de- 
crease. 


1For facts about the export of food during the first quarter, see 
article on p. 276. 


Receipts of all livestock at markets were scant dur- 
ing June, although grass cows! had begun to move 
prior to the decision on the OPA bill. Butter and 
cheese offerings, particularly in the large centers, were 
unusually low. The pending action on the OPA bill 
and the delay in announcing new price ceilings on 
butter and cheese had evidently contributed to the 
small supply available for sale. 


ANOTHER BUMPER WHEAT CROP 


Based on July 1 indications, the Department of 
Agriculture announced a third consecutive billion- 
bushel wheat crop. The 1,090 million-bushel estimate 
for 1946 falls short of the 1,250 million bushels which 
would be needed to meet domestic demands and for- 
eign relief requirements. Export commitments, how- 
ever, are for 250 million bushels from the 1946 crop 
as compared with an estimated 380 million bushels 
from the 1945 supply, a decrease of 34%. Total ex- 
ports since January 1, 1946, cut deeply into the carry- 
over, leaving stocks at an unprecedented low. Prior 
to suspension of the wheat set-aside order with the 
end of price control, the government export requisi- 
tion program brought in an estimated 37 million bush- 
els of the 1946 wheat crop. Because of the return of 
veterans to the civilian population, the Department 
of Agriculture announced on July 10 that millers 
would be allowed to grind 2.5% more flour for civil- 

1Not necessarily dairy cows. 
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ian consumption. Millers were allowed to grind be- 
fore the order only 85% as much flour as in the cor- 
responding month last year. 

Livestock came to market in steadily increasing 
numbers after the end of OPA, with hogs making the 
most pronounced increase. In June, there was a sharp 
slump, with federally inspected slaughter of cattle not 
half as high as for the same period last year. 

High demand for meat continues as a result of 
abundant consumer spending power and prospective 
large meat exports. The total 22.7 billion-pound 
meat production forecast by the Department of Agri- 
culture for 1946 is slightly below the 22.9 billion- 
pound output of 1945 but about 40% higher than the 
16.2 billion-pound average for 1935-1939. Civilian 
per capita meat supplies during the first five months 
of 1946 were the highest for equivalent months since 
the beginning of the war period. 

Recent meat estimates of 21 billion pounds for the 
last half of 1946 and the first half of 1947 are not 
encouraging. The decrease is expected to come chiefly 
from lighter-weight animals and a smaller prospective 
pig crop, with both cattle and hogs marketed at 
lighter weights because of scarce and high-priced 
feed grains. This year cold-storage stocks of meats 
and meat products were the lowest on record for June 
1 of any year. Total meats were a fourth below the 
five-year average of 1941-1945 for that date, with beef 
stocks a third below and pork stocks slightly more 
than a third below this average. 


MEAT EXPORTS 


United States exports of meat for 1946 were ex- 
pected to be approximately 1.5 billion pounds, com- 
pared with 1.2 billion pounds shipped abroad last 
year. Although military procurement is not likely to 
exceed 900 million pounds, compared with 3,800 mil- 
lion pounds procured by the Armed Forces in 1945. 
UNRRA requirements for canned meats resulted in 
a large set-aside government order in June which was 
suspended with other set-aside orders July 1. 

Civilian demand for milk products continues strong. 
Production per cow has advanced to an all-time high, 
but the smaller number of milk animals on farms may 
bring total milk production in 1946 2% or 3% lower 
than the record production of 1945. Supplies of fluid 
milk are in good balance with demand, but manufac- 
tured dairy products, particularly butter, are in low 
supply. Because of more profitable outlets for butter- 
fat and the strong demand for fluid milk, the produc- 
tion of butter, cheese, and evaporated milk declined 
during the first half of 1946. During the first four 
months of the year, butter output dropped approxi- 
mately 28% below the level of a year ago and ap- 
proximately 43% below the 1940-1944 average. 

Offerings of butter and cheese were almost nonex- 
istent pending announcement of new ceilings and ac- 
tion on the OPA bill. Butter stocks on June 1 were 


Apparent Civilian Consumption of Selected Food 
Commodities 
Source: Department of Agriculture 
Calendar Year Basis! 


Per Capita—Pounds 1946 as a Per- 

. centage of 

Commodity Aver ae Pr climinary 

1935-39 for 1946" | 1985-39] 1945 
Total meats...............|125.6 |137.7 147.0 117 107 
Chicken? /t:pra eee L797) 25:3 24.0 134 95 
opps 23. satel pees. 37.3 | 48.8 46.9 126 96 
Total milket eS... ee: 801.0 |799.0 814.0 102 102 
Total fats and oils‘. ....... 48.0 | 42.3 40.9 85 97 
Butter, farm and factory.| 16.7 | 10.9 10.0 60 92 
Fresh vegetables.......... 235.0 |269.0 | 261.0 111 97 
Canned vegetables......... 831.1 | 41.4 |41.0-43.0) 185] 101 
Frozen vegetables. ........ 4a) 1.6 2.1 525 | 1381 
Fresh fruits... . .... {188.5 1145.5 143.0 103 98 
Canned juices............. 4.1} 10.1 12.0 293 | 119 
(Brozenarultsysececmen ate cal Ve ok Ses 471 138 


aes for canned vegetables which are on a pack-year basis and fresh citrus 
fruits which are on a crop-year basis. 

2Dressed weight. 

3Whole milk equivalent. 

‘Includes actual weight of butter; fat content of other items, 

aAverage 1937-39. Data prior to 1937 are not available. 


26 million pounds, compared with 69 million pounds 
for the five-year average; cheese stocks, 101 million 
pounds as compared with 151 million pounds. In con- 
trast, cold-storage holdings of cream on June 1 were 
twice the 1941-1945 average, or 59 million pounds. 
Civilian supply of creamery butter is expected to 
average 90 million pounds monthly in the July-Sep- 
tember quarter, 31% below last year, with a seasonal 
decrease to 60 million pounds monthly in the October- 
December quarter, 20% below last year. Cheese ‘sup- 
plies of 70 billion pounds are expected to be available 
to civilians in the next six months, or slightly more 
than in the same period last year. Approximately the 
same amount of canned milk—25 million cases of 
evaporated and 700 thousand cases of condensed— 
will be available during the next six months. 
Civilians consumed large quantities of chicken 
during the first half of 1946. Withdrawal of poultry 
from storage was heavy, amounting to 47 million 
pounds during May, which compares with the 1940- 
1944 average withdrawal of 13 million pounds for the 
corresponding month. The seasonal storage increase 
of 2.2 million cases of shell eggs was normal, while 
the increase of 49 million pounds of frozen eggs was 
below the normal May increase of 64 million pounds. 
Scarcity of grains resulted in some regional hard- 
ship, and the recent increase in feed prices caused a 
sharp reduction in commercial broiler-chick produc- 
tion. Commercial hatchery production in May was 
the smallest since May, 1940. Civilian per capita 
consumption of chicken in 1946 is expected to average 
about 24 pounds, compared with 25 pounds in 1945. 
Consumption of eggs for the year has been estimated 
at about 375 eggs per person, slightly below the 1945 
record of 390. 
1Department of Agriculture estimate. 
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Large consumer purchasing power and scarce sup- 
plies of some foods have resulted in a continued de- 
mand for vegetables and fruits. Acreage indications 
in May pointed to an increase in fresh vegetable sup- 
ply in 1946, possibly at lower prices. Civilian per 
capita canned vegetable supply is expected to remain 
at the 1945 record level of slightly over 40 pounds, but 
the 1946 pack of frozen vegetables is expected to ex- 
ceed the previous year’s estimate of 308 million 
pounds. With the available supply of cereal products 
restricted, civilian consumption of potatoes is ex- 
pected to remain at or slightly to exceed the 1945 
level. 

Per capita civilian fruit supplies are expected to be 
about the same as last year. Fresh and canned de- 
ciduous fruit supplies are expected to be about the 
same as they were during 1945, but larger quantities 
of frozen fruits and canned fruit juices will be avail- 
able. 

Final output of vegetables and fruits depends not 
only on crop conditions but also on labor and har- 
vesting facilities. Among materials, containers are 
likely to remain in tight supply. 


T. M. Montcomery 
Division of Business Economics 


Shipments 
Continue Rise 


ITH RETAIL sales still showing large gains 

while manufacturing remains hampered by 
many shortages, the rebuilding of inventories at all 
levels from raw materials to consumer goods continues 
difficult. Inventory controls have again been tight- 
ened by the CPA. Complete figures on inventories, 
however, have not been reported since April, at which 
time they showed little improvement. 

The 10% rise from March to April in the index of 
manufacturers’ shipments by the durable goods indus- 
tries was brought about by the rapidly expanding 
production of consumers’ durable goods. All the in- 
dustries within the group participated in the expan- 
sion. The outstanding gain was made by the auto- 
mobile and equipment industry, which reported a 
38% increase in shipments. Deliveries by the fabri- 
cating portions of the iron and steel and of the non- 
ferrous metal industries were expanded sharply, so 


MANUFACTURERS’ ORDERS, SHIPMENTS AND INVENTORIES 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


1946 


ace March, 1946] April, 1946 
April March February January December | November April April, 1946 | April, 1946 
Inventoriess< -26ck. ss. Leah Re. 169.0 7169.4 7166.9 7164.7 163.9 166.5 163.9 0.2 +3.1 
Diarable goods.) ise. \Bth.5,cct oles. hier deta 181.1 7181.1 7174.3 | 7171.2 || 7170.5 177.4 189.5 0.0 —~4.4 
Automobiles and equipment ............. 221.5 209.9 200.1 7190.8 || 7186.9 175.3 231.1 +5.5 4.2 
Transportation equipment Sie siete 596.9 627.7 587.2 7578.5 7594.0 | 7686.7 T712.9 4.9 22.8 
Tron and steel and products. . zat alo.’ 7122.4 7120.2 7118.0 7119.6 124.0 114.1 2.5 +4.6 
Nonferrous metals and products. ot ee 146.4 | 7145.9 | 7139.0 135.2 136.3 134.1 150.0 +0.3 2.4 
Machinery, including electrical .......... 238 .4 235.2 226.2 222.6 218.3 229.9 248.8 +1.4 4.2 
Nondurable goods!ii Visa fF eodaee. eee 158.4 7159.2 7160.5 159.0 158.0 157.0 141.5 0.5 +11.9 
Chemicals and allied products............ 165.9 7166.2 166.6 164.8 165.1 162.2 150.5 0.2 +10.2 
Food and kindred products.............. 157.1 161.0 | 7166.6 169.7 177.1 177.1 144.2 2.4 +8.9 
Paper and allied products................ 161.9 7162.8 160.6 156.6 155.0 150.7 134.3 —-0.6 +20.6 
Petroleum refining. ./.:2(:5. 40 4. sos be eek 114.3 7114.0 112.4 111.4 LED 113.6 108.0 +0.3 +5.8 
Textile-mill products.................... 153.2 r147.7 7140.7 135.9 130.2 127.6 120.3 +3.7 +27.3 
Shipments, qi. aie. tok coe tate «© aoa 205 | r 197 | r 188 | r 184 197 202 286 +4 -28 
Durable goodar,. fey cette: ees. lot ee 205 r 184 r 153 r 169 199 200 389 +11 47 
Automobiles and equipment ............. 134 97 SL fr 88 e894 119 313 +38 -57 
Transportation equipment (except autos). 537 497 492 572 626 529 2,072 +8 -74 
Tron and steel aA WIOUUCUS...0 aes vee s oy 190 r 176 |r 92 |r 140 191 184 286 +8 -34 
Nonferrous metals and products.......... 182 | r 166 r 163 172 183 192 310 +10 41 
Machinery, including electrical........... 231 208 198 199 263 250 465 +11 -50 
Nondurable 20008) oir. «< at tactacescrpreiesarstinges ane 205 r 205 r 204 195 196 204 215 0 -5 
Chemicals and allied products .... ...... 222 | r 221 213 203 189 201 239 a -7 
Food and kindred products.............. 209 | r @il r 295 218 218 230 219 -1 -5 
Paper and allied products................ 200 196 185 182 167 183 187 +2 +7 
Petroleum and coal products............. 171 | r 167 154 161 178 165 202 +2 -15 
Textile-mill products..................-. 195 198 | r 187 178 166 165 196 +1 -l 
New! Ordersiiiy/ 2% cS dinends cee re 200 | r 194 186 | r 188 182 183 223 +3 -10 
Darable goodsyn6) 6 aa + odaxd -Gabhichse cae 214 | r 204 | r 179 | r 176 Ilr 173 171 267 +5 -20 
Iron and steel and products.............. 228 | r 221 | r 168 165 174 181 382 +3 —40 
Machinery, including electrical........... 272 245 235 215 Q17 188 321 +11 -15 
Nondurable goodsa.is 00. o0.¢.0% sts 8s0ds ta oo. 192 | r 188 189 196 188 191 197 +2 -3 
aLess than 0.5% rRevised 
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Manufacturers’ Shipments and Inventories 
Source: Department of Commerce 
Percentage Change from April, 1945, to April, 1946 
DECREASE INCREASE 


7.0 
PAPER AND ALLIED PRODUCTS 206 
0.5 TEXTILE -MILL PRODUCTS 
27.3 
VZZ/ZA SHIPMENTS ~ 4.6 FOOD AND KINDRED PRODUCTS 
INVENTORIES om cs 


<1 CHEMICALS AND ALLIED PRODUCTS 
10.2 


-15.3 PETROLEUM REFINING 
58 
~ 33.6 IRON AND STEEL AND PRODUCTS 
46 
"*\9 LIZZ, wns tnnous METALS AND PRODUCTS 


apo MACHINERY, INCLUDING ELECTRICAL 


-4.2 


-57 
572 Ai MUTOMOBILES AND EQUIPMENT 


WK qqna0AACZZZEEEZE, 1RANSPORTATION EQUIPMENT 
228 EXCEPT AUTOMOBILES 


that, in spite of declines in the smelting and refin- 
ing segments, the metal-producing industries increased 
their shipments by 8% to 10%. These increases were 
obtained, however, only with the aid of net with- 
drawals from inventories. 

The decline in value of food shipments was less 
than seasonal, but the April volume of deliveries was 
maintained only with the aid of net withdrawals from 
stocks. Despite the more direct effects of work stop- 


Estimated Value of Business Inventories 


Source: Department of Commerce 
Billions of Dollars 


Per Cent Change 


Classification 


Mar. 1946/Apr. 1945 


March | February} April to to 
Apr. 1946/Apr. 1946 


ME cis 's:+ +0.7 | +4.6 
Manufacturers. 0.0} +3.1 
Retailers...... +3.0] +3.0 
Wholesalers. ... 0.0 |+12.8 


pages in the coal mines on the chemical and paper 
industries deliveries continued at their March rates 
with little change in aggregate inventories. 

The aggregate value of manufacturers’ inventories 
at the end of April was slightly below the March 
level of $16.8 billion. Thus, the accumulation which 
began with V-J day was temporarily halted. In gen- 
eral, industries reporting inventory accumulation were 
those in which major companies producing consumers’ 
durables had their assembly lines functioning smooth- 
ly. Inventory liquidation, however, occurred in those 
industries most directly affected by the cessation of 
soft-coal mining, and in the aircraft and shipbuilding 
industries where war inventories are being liquidated. 

New orders in all major categories increased in 
April over March. 

Anita R. Koretson 
Division of Business Economics 


Magnesium Prospects on 
Trial 


RANSPORTATION equipment ranging from 

baby carriages to airplanes, and including railway 
cars, automobiles, and motorcycles, will provide a 
large outlet for magnesium products in postwar in- 
dustry. Spools, warp beams, and other parts for tex- 
tile machinery, typewriters, calculating machines, 
lawn mowers and washing machines will also boost 
the demand for this light metal. Another important 
market will be furnished by sporting goods items, such 
as canoes, skis, surfboards, golf clubs, fishing rods and 
tennis and baseball equipment. Exploitation in the 
field of household appliances is also expected. 

Aviation furnishes perhaps the most lucrative field 
for magnesium products, owing to the desirability of 
its lightness coupled with strength. It is believed in 
certain quarters that airplane metals will eventually 
contain 75% magnesium. 

Another circumstance favoring the future for mag- 
nesium is the ease of fabricating it in all sorts of dif- 
ferent ways—casting, rolling, forging and extruding. 
Magnesium is also claimed to surpass other metals in 
its machinability. Another favorable feature is an 
unlimited supply of raw material in the oceans of the 
world, in large formations of dolomite rocks, and in 
underground brines, 

Despite much optimism for the future, however, 
caution has been advised in the evaluation of post- 
war opportunities for the magnesium industry. The 
lack of a substantial prewar competitive status is a 
hindrance to ready adoption and compels reappraisal 
and checking by the industry. 


EARLY GROWTH SLOW 


First used commercially in Germany late in the 
nineteenth century, this lightest of industrial metals 
was not put to commercial use in the United States 
until 1915. Demand remained small until 1940, when 
a spectacular expansion began (see chart). From 6.7 
million pounds in 1939, output jumped to a peak of 
367 million pounds in 1943, owing to wartime require- 
ments. This demand fell off rapidly, the number of 
producers which had increased from one to twelve, 
dropping to three. Ninety per cent of the stepped- 
up operations were financed by the government. 

Most of the magnesium output is now used in 
alloys for structural purposes. It contains less than 
10% aluminum and small amounts of manganese and 
zinc. Unalloyed magnesium is used only in small 
amounts, mainly for pyrotechnics and as deoxidizers 
in metallurgical operations. Magnesium alloys, owing 
to their weight-saving qualities, have been used exten- 
sively for airplane parts, rapid-motion machinery, 
portable pneumatic tools, and certain kinds of office 
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Table 1: Use of Primary Magnesium in 1944 


Source: Bureau of Mines 


In Short Tons 
Structural Products: 
Castings 
Sandst ote ee eee 44,773 
Did. S. cenmrneaue tere cine 1,165 
Permanent Mold 59,181 
Sheets Sieh sok oa hee oe ee: cen eee 1,543 
Structural shapes, rods, tubing (extrusions).......... 4,784 
Rorgirigs scien vicina eee ce eases tee cree ee ene 344 
Total Structural Prowucts. wen ccaiticies oa ee eles eerie 111,790 
Other Products: 
Powder s3.2. ence ee ees See ee nae 9,080 
Aluminum’ alloys: 2ym.<: fecticas 3 tela caer 6,868 
Otheralloys: secv.o0-.2 compe meee 12 
Scavenger and deoxidizes........ 159 
Chemical: <5 Jes eee ee 156 
Gthert, {5s oaths cheers iced, BE eee Oke aye 4,633 
Total: Other” Products hcscwces Jaen Seo eke 20,908 
Tt Or he AO ee oo CCCP Te 132,698 


1Includes primary metal consumed in making secondary alloy. 


equipment. Some magnesium is also used in alumi- 
num-base alloys. 

Magnesium in the pure state is noted for its affinity 
for oxygen and is utilized in flares, tracer bullets, and 
incendiary bombs. It is also used in small amounts in 
various chemical compounds. The mineral is obtained 
chiefly by the electrolysis of magnesium chloride ob- 


Table 2: Production and Exports of Magnesium 
Source: Bureau of Mines 
In Short Tons 


Year Production Exports 
ROSS, 0:5) ceevans Seva le ctaeenaret tery att eee 3,217 1,050 
OSD So) Mes ctscn Here wiaseie seas re 1c are 3,350 2,100 
1940; SE eT eae eee 6,261 859a 
NOM SAS aaa: 2c tee: dots apace: 16,295 1,549 
OAS as. aie ciate, o ar cack 48,963 4,045 
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Note: Twenty-seven tons of magnesium were imported in 1944. Figures for 1945 
are not available, although production has been estimated at 33,500 tons. 

alncludes 25 tons of magnesium alloy. 

bIncludes 20,911 tons of magnesium alloy. 

eIncludes 16,170 tons of magnesium alloy. 


tained from underground brines and sea water, al- 
though during the war about 20% was recovered by 
the thermal reduction of magnesium oxide derived 
from dolomite and magnesite rocks. 


NUMBER OF PRODUCERS CUT 


Until the outbreak of war, production was carried 
on solely by the Dow Chemical Company, which is 
still the leading producer. After 1939, this company 
built additional units to its plant in Midland, Michi- 
gan, and erected a new sea-water plant at Freeport, 
Texas, which was financed in part by British Govern- 
ment funds. By the end of September, 1944, the De- 
fense Plant Corporation had spent $363 million for 
plant construction, and the average monthly produc- 
tion rose from 8 million pounds in 1942 to 41 mil- 


Primary Magnesium Sales and Prices 
Sources: Bureau of Mines; American Metal Market 


lion pounds in 1944. At top level production was 
considerably greater than requirements, so the gov- 
ernment shut down five plants and removed all re- 
strictions on the use of magnesium. By the winter of 
1945 only three privately owned companies with an 
annual capacity of 134 million pounds a year were 
operating. 
Gorpon K. Bett, JR. 
Division of Business Statistics 


Exports Drop Despite Larger 
Food Shipments 


XPORTS of domestic merchandise in the first 

quarter of 1946 dropped to $2,219 million, 20% 
under the exports for the same period last year, owing 
principally to the reduction in lend-lease shipments. 
The export value of $651.4 million for foodstuffs, how- 
ever, was 70% more than for January through March 
of 1945. The principal increase occurred in crude 
rather than manufactured foodstuffs. Increased ex- 
ports under the United Nations Relief and Rehabi- 
litation Administration program accounted for ap- 
proximately 14% of total domestic exports. Almost 
three fourths of the total UNRRA shipments were 
foodstuffs. (See chart.) 

The proportion exported as crude foodstuffs was 
higher during January-March, 1946, than for the 
same period in 1945, the value being $190.6 million 
or 29% of the total foods exported. Wheat accounted 
for approximately two thirds or $129.8 million of the 
crude foodstuffs. The approximate average price per 
bushel was $1.92 as compared with $1.85 for the cor- 
responding period in 1945. Corn exports dropped 
69%, but the other two major items showed increases 
—26% for vegetables and 44% for fresh fruits. 
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Exports of Domestic Foodstuffs by Groups 


Source: Bureau of Foreign and Domestic Commerce 
Millions of Dollars 
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Manufactured domestic foodstuffs exported dur- 
ing the first quarter of 1946 were valued at $460.8 
mnillion, up 37% from a year ago. Meat and dairy 
products accounted for 56% of the total. Outstanding 
increases over the corresponding quarter of 1945 oc- 
curred in fish, wheat flour, dairy products, and milled 
rice. A drop of 47% in lard exports was the most sig- 
nificant decrease. 

Shipments to United States Armed Forces abroad 
are excluded from all export figures, as are shipments 
between continental United States and the territories 
and possessions. None of the export figures has been 
adjusted for changes in price level. 


T. M. Montcomery 
Division of Business Economics 


Earnings and Hours 
in Manufacturing 


OURLY earnings of production and related 

workers in the twenty-five manufacturing indus- 
tries surveyed monthly by Tue Conrrerence Boarp 
reached a new peak level in April. This was the third 
successive month in which all previous records were 
surpassed in this series. The length of the work week 
was reduced slightly from March to April, but weekly 
earnings, employment, man hours and payrolls all 
rose over the month. 

Reported wage-rate increases averaged slightly less 
in April than in the previous month, but a higher per- 
centage of workers was affected so that the average 
increase for all workers in April was 1.5%, the same 
as in March. 

Since last October, the low point of the four-month 
decline accompanying the end of the war, hourly earn- 
ings have risen 8% to their peak of $1.165 in April. 
This was 1.7% more thén the previous month’s aver- 
age and 5.8% higher than in April, 1945. Wage-rate 
increases were the main cause of the rise in hourly 
earnings during the past six months, but the steady 
increase in the proportion of skilled male workers 
from month to month, with an accompanying de- 
crease in the proportion of women workers, was also 
an important factor. 

A slight rise in weekly earnings brought the aver- 
age to $46.90 in April, 1% more than in March. This 
was $4.09, or 8%, below the peak earnings of March, 
1945, but well above the averages for the six months 
immediately following the end of the war. Since Jan- 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 25 MANUFACTURING INDUSTRIES 


Nors: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Hourly Earnings 


Index Numbers, 1923=100 
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Payrolls 
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Average Weekly Earnings in 25 Manufacturing 
Industries 


Source: Toe CONFERENCE BoarD 
Index Numbers, 1923=100 
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uary, 1941, the base date of the Little Steel formula, 
weekly earnings have risen 53.2%, and since August, 
1939, the month before the outbreak of the war in 
Europe, the increase has been 71.9%. 

Real weekly earnings or the amount of goods and 
services that could be purchased with dollar earnings, 
rose 0.6% from March to April, slightly less than the 
increase in actual earnings. They were 7.7% less than 
in April, 1945, but 23% more than in January, 1941. 
The April index was 53.4% higher than the average 
for the year 1929, even though working hours were 
16.4% shorter than during that prosperous year. 

The downward trend in average hours which began 
in the early part of last year, continued from March 
to April, with a drop of 0.3 hour, or 0.7%. Over the 
year since April, 1945, the work week has been cut 
5 hours, or 11%. The April, 1946, average of 40.4 
hours, while longer than that of February, which was 
abnormally low due to the many strikes during that 
month, was shorter than the work week of any other 
month since January, 1941. 

Nominal hours, or the scheduled number of hours 
of operation of a plant, shift or department for one 
week, as distinguished from the number of hours actu- 
ally worked, have also declined since the spring of 
1945. Last April, 44.4 hours of work a week were 
scheduled on the average, but this April, nominal 
hours were only 41.5 a week. 

From March to April, employment increased 5%, 
but it was still 14.6% less than the previous April. 
The increases in employment in the two months since 
February raised the average well above the slump 
that followed the end of the war last August. The 
April index, however, was below that of any month 
from March, 1941, through August, 1945, and was 
25.8% below the peak of October-November, 1943. 

The increase in payrolls from March to April was 
‘slightly larger than the increase in employment since 
weekly earnings, as well as employment, rose over the 
month. April payrolls were 6% greater than those 
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Wage-rate Increases and Workers Affected 
Source: THe Conrerence Boarp 


25 Manufacturing Industries 
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of the previous month, but 20.2% smaller than in the 
same month of last year. They were larger than at 
any time since the end of the war, but less than dur- 
ing any of the months from June, 1942, through 
August, 1945. Since January, 1941, payrolls have been 
expanded 56.5%. 
Exizasetu P. ALLISON 
Statistical Division 


Business Book Shelf 


World Rubber and Its Regulation. By Dr. Klaus E. 
Knorr. Food Research Institute of Stanford University. $3.00. 


Dr. Knorr analyzes the world’s rubber economy, now 
passing through a period of chaos. The growth of the 
natural rubber industry, its trade and uses and the 
rise of the synthetic rubber industry are discussed in 
great detail in light of the experience of two world 
wars. The author places emphasis on the Interna- 
tional Rubber Regulation Agreement and other plans 
for controlling the market because rubber is so im- 
portant as a material and the natural product will 
soon return to a market now largely supplied by the 
synthetic producer. 

Such questions are examined as how the United 
States and the interests of crude rubber exporting 
countries can be satisfied to the maximum, how the 
United States can protect itself against future at- 
tempts at international control, the size of a rubber 
stock pile to be accumulated, the limitation of syn- 
thetic rubber production, and how long government 
intervention should be necessary. A bibliography of 
essential rubber literature, tables and charts are in- 
cluded to enlarge the reader’s background informa- 
tion. E. B. 
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Excerpts from Replies to Survey of 
Business Practices 


(See article on page 252) 


PRIMARY PRODUCTS 


Abrasives and Asbestos: Market Research Conducted 


“We were producing practically the same products 
throughout the entire war as normally, so there was no 
great change in our selling organization. However, we 
recognized that we would have to meet different conditions 
after the war, and that new uses had been developed for 
our products. We employed some outside industrial engi- 
neers to do market research to ascertain where the business 
was going to be located, how trading areas were going to 
develop, and to analyze our facilities.” 

“We plan to increase the size of our sales organization 
because we expect intensive competition and such improve- 
ment may be vital. Progress on these plans has lagged, 
however, chiefly because of the difficulties in obtaining per- 
sonnel of the desired ability and experience.” 

“We subject our salesmen to an intensified training pro- 
gram to give them a good background of the purposes and 
policies of the company, and the types and applications of 
our products. This, coupled with natural ability and experi- 
ence—and preferably a technical or engineering background 
—results in a more efficient salesman than was necessary 
prewar.” . . . “We have increased the salaries of our sales- 
men, but not their commissions.” 


Foundries: Sales Organization Unchanged 


“During the war, our sales organization was kept very 
busy adjusting production and sales problems with our cus- 
tomers and handling the usual transactions.” 

“Our entire sales force was utilized during the war, not 
so much in solicitation of business, but instead in working 
out customers’ requirements and servicing accounts. We do 
not feel that we have to change our sales methods. How- 
ever, because some of our salesmen have become super- 
annuated, we are going to take on and train some younger 
men. 

“All of our personnel who entered government service 
have since returned to our organization.” 

“Because of the distorted volume of business during the 
war, we eliminated a payment plan which we had based 
on total sales expense in relation to total sales. Now sales- 
men are all on a straight salary basis. We have not changed 
the personnel in our sales department; however, as we add 
to it now, we would prefer people with college training in 
the fields of engineering and metallurgy.” 

“We have not planned any changes in sales compensation 
or in the type or caliber of sales personnel.” 

“During the war, compensation for sales representatives 
was frozen. This compensation has been changed to a 
larger maximum, dependent on individual sales efforts.” 


Steel Producers: Emphasis on Service 


“Our plan during the war was to give more intensive 
coverage by reducing the size of territories, thus permitting 
our men to serve our present customers better and to give 
them more time for the development of new accounts. We 
have made fairly good progress in our plans and have been 
successful in obtaining satisfactory personnel, but this plan 


has had to be discontinued due to our inability to get living 
quarters for salesmen going into new territories.” 

“The conditions that existed during the war period and 
since have had the effect of changing the attitude of the 
average salesman from one of selling to service. It will take 
some time after competition is restored for these men to 
rediscover that products have to be sold competitively.” 

“The war reduced the number of people in our sales or- 
ganization very considerably We are now organized for in- 
tensive selling as we started sales training and refresher 
courses immediately following the end of the war in order 
to bring all personnel up to date on current and future 
programs.” 

“We are making no changes in our sales compensation 
methods except for increases commensurate with the higher 
cost of living. We are planning on a more careful selection 
of type and caliber of personnel.” 


METAL MANUFACTURES 


Automotive Equipment: Reviewing Activities 


“During the war we maintained our contacts with our 
customers, the greater number of whom were converted to 
war work, so we could still service their needs. We are 
planning no fundamental changes in our sales organization 
other than strengthening the personnel, reviewing terri- 
tories and compensation, deciding upon quotas and bonuses, 
setting up an incentive plan of compensation, instituting 
training programs and, most important, trying to pick our 
new personnel carefully.” 

“A great many of our salesmen were switched to other 
work during the war. In one division we have substantially 
stepped up the number of representatives. In all of the 
others, the territories were already very thoroughly cov- 
ered.” 

“The war had practically no effect upon our sales method 
although it had some effect on our sales personnel.” 

“We are trying to select men with engineering back- 
ground or mechanical aptitudes for our sales organization. 
Except in certain territories, we have not had any great 
amount -of difficulty in obtaining the proper personnel.” 

“We have not encountered any difficulties in obtaining 
personnel, but we have met terrific problems in retaining 
men as the opportunities presented to them elsewhere have 
been numerous.” 


Electrical Equipment: Delay for Training 


“We have made considerable progress toward more in- 
tensive selling efforts in the future, but we have encountered 
difficulty in obtaining the personnel desired. A man re- 
quires training in our engineering and testing departments 
before he can become a salesman. So it is a matter of get- 
ting untrained personnel and then training them.” 

“The most marked effect of the war upon our sales 
methods was the loss of young personnel to military serv- 
ice for several years. These men will require several months 
to reestablish themselves in the field, and the deterioration 
of morale during the war, caused by the imposition of cleri- 
cal duties and red tape upon the higher class of personnel, 
has had an intangible but none the less real adverse effect. 
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No radical changes are planned, although supervision will 
be further decentralized and men of the home office ad- 
ministration delegated to district and regional managers.” 

“We have had difficulty in getting personnel of every 
kind. In the sales department we have experienced par- 
ticular difficulty with ex-servicemen. Many of these men 
are technically trained and were commissioned officers in 
the Armed Forces. With no experience but their military 
record, they invariably want excessive compensation to 
start because the scale of compensation in the Army is 
higher than for inexperienced employment in private indus- 
try. Of course, the increased cost of living probably has 
something to do with their attitude.” 

“All our sales personnel are paid salaries which are ad- 
justed against realization of quotas. Some of our products 
lend themselves readily to sale by a nontechnical salesman, 
when he is given proper training, and we are planning to 
broaden the use of these men.” 

“Sales compensation has been greatly increased and so 
have sales expenses as a result of higher traveling costs.” 

“Our salaries will continue to keep pace with increased 
living costs.” 


Industrial Machinery: Deterioration in Sales Force 


“The war greatly curtailed our field sales organization. 
It has been inexpedient to build it up, both because of lack 
of product to sell and because of the strong sellers’ market 
which continues to prevail in all our lines. However, a hid- 
den depreciation has taken place in our sales force owing to 
its transformation mainly into an order-taking outfit rather 
than an aggressive selling organization.” 

“The war eliminated practically all sales activity in our 
field, both wholesale and retail. Many of our own people were 
assigned to other duties within the company.” 

“The war took more than half of our technical engineers, 
although most of them have now returned. We made a lot 
of plans for intensive selling efforts for postwar. Some of 
this had to do with revised catalogs, data sheets, short-cut 
methods of calculation, etc. We were all ready to put quite 
a little heat on and then found out we didn’t need to, as 
we can get more business than we can handle.” 

“During the war, the larger part of our sales organization 
was used in selling the same products they sold in peace- 
time. We are emphasizing our sales assistance to our dis- 
tributors.” 

“We have made few, if any, changes in our postwar dis- 
tribution plans, but we have curtailed advertising and have 
timed employment of additional salesmen over longer 
intervals than originally contemplated. We are being much 
more selective in the matter of distributor outlets.” 

“The requirements of the war necessitated an increase in 
our inside sales force and sales office personnel to handle 
the reports required by the government. We are now ap- 
pointing more distributors and are developing the secondary 
markets.” 

“We are planning no changes in our regular engineering 
contract outlets now. We are, however, putting a few of 
our products into a list of so-called ‘merchandise items’ 
which will be marketed through merchandise outlets not 
equipped for engineering work but able to handle off-the- 
shelf or over-the-counter selling. We train our regular field 
engineers in our home office engineering departments for 
several years before using them in the field and will con- 
tinue with this method.” 

“Our sales organization was retained virtually intact dur- 
ing the war. At the end of the war we reorganized our sales 
department, added some people, and redistributed terri- 
tories, etc. Today our sales department is stymied to the 


extent that it is impossible for us, under conditions relating 
to labor, raw material and supplies, to increase production.” 

“During the war our sales organization was at times 
switched to other employment, but since then has returned 
to its former activities. We are planning to increase the 
number of sales personnel.” 

“A good many of our sales engineers left us to go into 
the Armed Services. Practically all of these men have re- 
turned to us since and we are training them and sending 
them out to our various offices.” 

“We are now filling up our sales organization very much 
on the same lines as prior to the war. We are not planning 
any extensive drive for sales because we have more ma- 
chines sold for future deliveries than we can comfortably 
take care of at the moment.” 

“Since the war we have made some progress in standard- 
izing the design of our products.” . . . “Prior to the war all 
our sales were made by our engineering staff and we are 
planning no change in this method of sales.” 

“Our compensation of salesmen is rising, but only in 
conformity with the over-all national pattern. In our busi- 
ness both the retail and wholesale sales contact has gradu- 
ally changed from the personal friendship type to the type 
of man who knows his product and can assist the consumer 
in the use of it.” . . . “Our method of sales compensation 
has not changed except that there have been salary in- 
creases throughout the entire sales department.” 

“We are employing higher caliber salesmen, preferably 
with engineering training. We are not planning to change 
our method of compensating these men.” . . . “We have 
a compensation method which is tied to gross margin and 
volume to establish the rate of commission. We are now in 
the process of studying this because it is too high.” . . . 
“We do not anticipate making any changes in the com- 
pensation of our salesmen who are on a salary basis—not on 
commissions. Our salesmen require a certain amount of 
mechanical engineering training.” 


Machine Tools: Distribute Through Agents 


“Our company does all of its selling through established 
dealers located in strategic points throughout the country. 
These dealers have prescribed territories in which they have 
the exclusive sale of our product.” . . . “For many years 
we have sold our products through mill supply houses and 
industrial distributors and the war had very little effect on 
our methods. . . . Since our product is so highly special- 
ized we prefer to train our own men.” 

“We do not intend to make any extensive changes in our 
sales methods beyond broadening our coverage to make it 
world-wide. We will use the same channels of distribution 
as heretofore, that is, through dealers and agents, but we 
will endeavor to give closer supervision to all of their ac- 
tivities. Not too much progress has been made in our plans, 
but we hope this year will see a great deal more activity.” 

“There will be no change from our prewar operations ex- 
cept to enlarge our organization by adding salesmen who are 
mechanical engineers with manufacturing experience.” . . . 
“We sell largely through dealers but maintain sales engineers 
in all territories. This was our practice before the war and 
we are not contemplating any changes.” 

“The actual selling of machine tools became almost un- 
necessary during the war. However, we were taxed to our 
utmost in servicing, finding, and making available to our 
usual customers the tools that were needed. We feel we 
have made pretty good progress in intensifying our selling 
efforts for the future, although we are having unusual dif- 
ficulty in obtaining the right kind of men.” 

“Labor difficulties and material shortages have necessar- 
ily had some effect on distribution also. We cannot say that 
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these difficulties have been major causes for delay in de- 
veloping our sales plans, but the uncertainty resulting from 
them has been a deterring factor.” 

“We are not planning to change our method of compen- 
sation as we have found our present one relatively satis- 
factory. However, we are going to try to place more com- 
pletely grounded engineers and servicemen in the field.” . . . 
“Our sales engineers are all paid a flat salary. These men 
are usually graduate mechanical engineers who have had 
from two to four years training in our own shop and en- 
gineering department before taking up selling.” .. . “We have 
made no change in our methods of compensating salesmen.” 


Office Equipment: Refinement of Methods 


“The war permitted us to get rid of some deadwood, re- 
view the situation generally and to make many desirable 
changes, but the methods and channels have remained the 
same. We ran one sales school during the war and since the 
war have reestablished our policy of sales schools.” . 
“Our sales methods have been in a constant state of being 
refined and improved and this will be continued. We are 
specializing our organization somewhat and we are inten- 
sifying our plans for future selling efforts with an aug- 
mented sales organization, better trained men, and sup- 
plemented with a direct mail advertising program.” 

“During the war we maintained practically all of our 
branch offices and other distribution points intact, although 
the number of salesmen was permitted to shrink. Terri- 
tories were realigned for greater efficiency and some new 
outlets have been opened in order to secure more concen- 
trated distribution in the future. We have already ex- 
panded our number of salesmen.” 

“Since we were suppliers to the government during the 
war, a limited number of salesmen was required. One market 
covered by direct salesmen prior to the war is being han- 
dled today through independent jobbing organizations. Plans 
have been completed and training is in progress for an ex- 
tensive coverage of the market in the hope of improving 
production. We have encountered little difficulty in obtain- 
ing personnel desired and we are using aptitude tests to 
supplement personal interviews and investigations.” 

“Our plans are for more intensive coverage of the field 
by thoroughly capable men backed by sales promotional 
work from the home office and also by experts in the various 
lines which we produce. These latter men will work in 
the field whenever field men feel the need of help, or in 
cases of unusual prospects.” 

“We are now busily engaged in setting up a better train- 
ing program for our salesmen, but, owing to the fact that 
we are so overcrowded with business, we have not extended 
our plans to any great extent in the direction of securing 
additional personnel. We also have certain territories that 
we would like to exploit further but we are doing little 
along these lines at the present.” 

“Our salesmen have a drawing account but are really 
paid on commissions which apply against the amount 
drawn.” . . . “We have improved our sales compensation 
plan. As a result of trial and error during the last five 
years we are now selecting the specific type and caliber of 
personnel required in our business through aptitude testing.” 
. . . “Sales compensation methods have been changed several 
times as conditions required. For instance, when our sales- 
men had little to sell during the war, many salesmen were 
placed on a straight salary basis instead of an incentive 
compensation. In the future we plan to compensate them 
by a method very similar to that which was in effect prior 
to the war.” . . . “We compensate our salesmen the same 
today as prewar, but the rates of compensation have in- 
creased about 10%.” 


OTHER MANUFACTURES 
Chemicals: Technical Field Service 


“During the war we maintained our sales organization 
relatively intact. We were unable, however, to increase it 
commensurate with the increase in volume and diversity of 
sales which took place. The war did accentuate the im- 
portance of technical field service in our type of selling 
because of rapid changes in products.” 

“The war was characterized by an effort to assist every 
customer to get the maximum possible use from every 
pound of material sold him. The time is coming when we 
will have to make a real sales effort but no additional per- 
sonnel is presently required.” 

“We are in the process of making some minor changes 
in our sales methods principally in the direction of more 
intensive cultivation of territories where our products are 
well distributed. The additions we have recently made to 
our sales force have been governed by our view of the kind 
of sales work most likely to be productive as competition 
increases and we pass from a sellers’ to a buyers’ market.” 

“We suffered a loss of personnel during the war which 
we were not able to replace. Our general selling procedure, 
however, did not change nor are we planning any substantial 
changes.” . . “We have definite plans to increase our 
sales personnel and advertising and to enter new markets 
as soon as the raw material situation permits.” . . . “Since 
we had nothing to sell during the war years or subsequently, 
we have made no effort to maintain our sales organization.” 

“We have increased the compensation of our territorial 
sales forces and are considering various methods of addi- 
tional compensation, all of the incentive type.” . . . “We 
are planning no changes in sales compensation other than 
adjustments to meet current conditions. We are doing ev- 
erything possible to improve the type and caliber of our 
personnel.” 


Food Products: Shortages Limit Efforts 


“Our organization has been hampered in making sales 
plans by a shortage of products. We continue to sell on an 
allocation basis with no sales effort required. Naturally, 
this has softened up our sales organization.” 

“Probably the most significant effect of the war on our 
sales organization lay in the gradual increase in turnover 
of our field sales force. Under normal conditions, this rate 
ran from 15% to 20% per year, whereas during the war 
it hit a high of 52%. The caliber of the men employed was 
also somewhat lower. This and the general shortage of mer- 
chandise caused us to reduce our field sales force very 
materially. We have taken advantage of this situation to 
institute a plan of detail route layouts. We have also in- 
stituted aptitude or psychological testing for all applicants 
for our field sales force and believe this plan is helping to 
reduce turnover and improve quality. We have made con- 
siderable progress in our plans to reduce the size of cer- 
tain district operations so that our supervisory personnel 
may further concentrate their efforts on a reduced number 
of men and a smaller number of customers. We are also ex- 
perimenting with the use of sales supervisors who will 
spend all of their time in training and working with our 
field sales force.” 

“Our plans for the day when more intensive sales efforts 
will be required have been evolving for a period of time so 
no sudden change in policy is indicated.” 

“During the war we generally did not replace men in 
our sales organization who left for military service or 
otherwise. Those who remained with us were transferred 
to other duties. We have made considerable progress in our 
plans for more intensive selling efforts, but unfortunately 
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we do not have adequate goods to see the effect yet of such 
efforts. We expect these plans to result in a slightly larger 
sales organization than prewar but one that is better 
trained, more aggressive and paid more nearly in accordance 
with individual performance.” 

“During the war our sales effort was reduced to a main- 
tenance of goodwill and our sales staff was reduced two 
thirds.” . . . “It is our opinion that too much effort al- 
ready has been exercised in the direction of so-called post- 
war sales planning. Very few businesses today can antici- 
pate the sales problems of tomorrow. Our idea is to meet 
changing conditions as they arise and to maintain a sound 
framework on which to expand our sales organization when 
it becomes necessary.” 

“The average salary paid to our field sales force has in- 
creased from 20% to 30% and we have instituted a plan 
of paying an annual volume bonus which, if earned, repre- 
sents the equivalent of approximately one month’s salary.” 

“We are planning no basic changes except the upping of 
compensation.” . . . “With respect to sales compensation, 
we are starting younger salesmen at substantially higher 
rates.” . . . “Salesmen who are added to our sales force 
now will be compensated on a different basis from most of 
those already in the organization. In general, compensation 
will be based on greater effort than in the past. We will 
also endeavor to obtain younger men. Our present sales 
force averages around fifty years of age, and we will try to 
secure men averaging around thirty-five years or younger.” 


Paper: Aggressive Selling Unnecessary 


“The need for an aggressive sales organization to bring 
in new orders has practically ceased. Our problem is to de- 
termine where the output can best be sent to satisfy the 
most pressing needs.” 

“The effect of the war upon our sales organization was 
largely one of pulling in our horns. Roughly we only 
attempted to contact about one third of our normal trade. 
Up to the moment we have not planned any changes in 
sales methods except for the addition of a sales research 
department which is in its initial stages.” 

“We were unable to add new business during the war and 
consequently the solicitations and service of our sales 
organizations were limited to established accounts. Intensive 
selling efforts in our business will not be needed for at 
least two years. Our present organization can enlarge its 
scope of activity on short notice.” 

“We have made no plans for changing our methods of 
sales compensation, and no changes have been made in the 
type or caliber of personnel employed. Of course, we are 
obviously lacking in experienced help as compared to pre- 
war.” 


Textiles: Selective Distribution 


“Our selling might be called a selective method of dis- 
tribution. Over a period of years we have been making 
fabrics for a few manufacturers who specialize in our 
fabrics and have trade-marked the garments, advertising 
and promoting the sale of them through retail stores. In 
many instances the fabric is identified as far as the con- 
sumer.” 

“We switched our sales personnel to other jobs during the 
war which, in our judgment, gave them a much broader 
scope of our business and fit them far better for the post- 
war buyers’ market. Our sales personnel go through a very 
intensive manufacturing course of about two years.” 

“The general effect of the war and of the present time 
is naturally demoralizing to salesmen. Prewar we laid plans 
to sell more directly to the larger retailers and to obtain 


as many outlets as possible. We are proceeding along these 
lines. It has been necessary to give our salesmen more 
training and less practice even when they did not have 
goods to sell.” 

“We have increased our lines and added additional sales- 
men. It has not been necessary to modify our plans as we 
could sell a considerably increased tonnage with the same 
sales force.” . . “Sales activities have been somewhat 
curtailed because of labor shortages which are caused by 
people not wanting to work; they prefer to be consumers.” 

“We consider it desirable to maintain closer contacts with 
the users of our products even where distribution is ef- 
fected through wholesalers. To secure such contacts and 
also to provide more effective coverage in certain territories, 
we intend to add several younger men to our sales force.” 

“Our sales compensation is by salary and, if the firm 
has made a profit, additional compensation goes to the 
sales force as well as to the rest of the organization. Our 
sales personnel consists of high type men thoroughly familiar 
with the details of our business as well as experts in the 
sale and styling of merchandise.” 

“We have increased our salesmen’s compensation.” . . . 
“Sales compensation has been stepped up to keep pace 
with the higher cost of living, and our plans include a bonus 
setup that will offer an incentive for hard work when 
conditions become more normal and competitive.” 


Tax Briefs 


The following is a compilation of some recent im- 
portant decisions and United States Treasury rulings 
in the field of taxation. 


INCOME TAXES 


Expenditures made by a business as a part of its develop- 
ment program may not be capitalized where these expendi- 
tures represent ordinary business expenses even though 
they provide a future benefit. X-Pando Corporation, 7 
TC No. 8. Even where tangible assets or intangible ones of 
a fixed life, which are depreciable, result from such outlays, 
taxpayers have encountered considerable difficulty in at- 
tempts to capitalize them if they are classed as ordinary 
expenses. 


Purchase of a solvent taxpayer's own bonds at a dis- 
count does not result in taxable gain where the purchase 
results from direct negotiations between the taxpayer and 
the holders of the bonds. Similar bonds, purchased at a 
discount through brokers or agents, are held to be open 
market transactions, and the discounts taxable. Lewis F. 
Jacobson, 6 TC No. 133. 


Actual ownership of 95% of the voting stock of a subidi- 
ary is necessary for a parent corporation to file a consoli- 
dated return. The taxpayer corporation exchanged the 
common stock of two minority stockholders for a special 
issue of preferred stock which, while it was nonvoting, con- 
tained a provision that it could be converted into common 
stock at any time. Also, as long as these two stockholders 
held this stock, they were to receive a sum equivalent to 
two thirds of the dividends paid to common stockholders. 
Pioneer Parachute Company, Inc., 6 TC No. 155. 
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Purchase of stock constitutes purchase of assets where a 
corporation purchased all the stock of six corporations and 
exchanged this stock for the stock of a new corporation 
which it created. The six corporations then transferred 
their assets to this new corporation in exchange for their 
stock, and dissolved. For tax purposes, these several trans- 
actions are treated as one. The Koppers Coal Company, 
6 TC No. 158. 


Payments made by a trader in securities on account of 
dividends on stock borrowed in short sale transactions are 
deductible as ordinary and necessary business expenses. 


Wiesler, 6 TC No. 144. 


Sale of securities to settle definitely the date stock became 
worthless is a bona fide sale, and the date of the sale was 
held to be the date the stock became worthless. The stock 
was sold for less than the cost to the taxpayer of making 
the sale. Carl E. Anderson, et al., TC Memo, Docket Num- 
bers 4377, 4378, June 5, 1946. 


The one-year limitation period on renegotiation of war 
contracts applies whether separate contracts or the year’s 
operations are being reviewed. The usual form letter sent 
by the Price Adjustment Board shortly after the end of the 
year requesting an estimate of the amount of contracts and 
subcontracts held does not mark the beginning of renego- 
tiation for the purpose of this limitation. J. H. Sessions & 
Son, 6 TC No, 154. 


Procedure for preparing renegotiation rebate claims aris- 
ing from the election of the shortened amortization period 
permitted under the President’s proclamation declaring 
September 29, 1945, as the termination of hostilities, has 
been announced by the Treasury. The actual rebate will 
be the additional amortization deduction applicable to the 
renegotiated contracts less the additional federal tax pay- 
able on the increased income. Mim. 6023. 


Husband is taxable on the income of his wife from a 
partnership to which he is not a party when the partnership 
was created solely to divert part of the husband’s income 
to his wife. The taxpayer’s wife did not contribute any 
capital originating with her to the new partnership, nor 
did she perform any services for it. Greene, 7 TC No. 19. 


Partnership income, paid to the estate of deceased part- 
ner, is not taxable to the surviving partners where the 
partnership agreement provided for such payments for a 
specified period after the death of the partner. Coates, 7 
TC No. 17. 


Instalment payments of life insurance proceeds are ex- 
empt from income tax even though the election to take pay- 
ments in instalments was made by the beneficiary after the 
death of the insured, where option to make this election 
was contained in the policy. TD 5515. 


EXCESS-PROFITS TAXES 


Abnormal deductions, which may be disregarded in com- 
puting base-year income for excess-profits tax credits, do 
not arise through expenditures resulting from a change in 
business operations. However, ordinary business expenses 


may be treated as abnormal in part if the taxpayer had 
no previous deductions of that kind, or if the deduction 
for the year in question exceeds 125% of the previous four 
years’ average for that class of expenditure. Wentworth 
Manufacturing Company, 6 TC No. 151. 


Excess-profits net income must be annualized in the case 
of a taxable year of less than twelve months even if the 
return for the shorter period is a final return for the corpo- 
ration. Pepsi-Cola Company, CCA-2, affirming 5 TC 
No. 190. 


ESTATE TAX 


A deduction is allowed in computing gross estate for fed- 
eral estate tax purposes for property received by the de- 
cedent from the taxable estate of a prior decedent who died 
within five years of the decedent. Property, however, must 
be identifiable as that originating with the prior decedent, 
or acquired in exchange for that property. Estate of Dev- 
ereux Milburn, 6 TC No. 140. 


Heten A. WINSELMAN 
Division of Business Practices 


Federal Tax Calendar 


August, 1946 


10 Withholding tax. Tax withheld from wages during July, 
1946, if more than $100, is payable to an authorized 
depositary. 


15 Corporate income and excess-profits tax. Return is due 
for fiscal year ended May 31, 1946, and one fourth of 
tax is payable. One fourth of tax is payable for fiscal 
years ended August 31, and November 30, 1945, and 
February 28, 1946. 


Individual income tax. Return is due and tax is pay- 
able for fiscal year ended May 31, 1946. 


Nonresidents. Income tax returns of foreign partnerships 
are due; foreign corporations’ and aliens’ returns are 
due and one fourth of tax is payable for fiscal year 
ended February 28, 1946. One fourth of tax is pay- 
able for fiscal years ended May 31, August 31, and 
November 30, 1945. 


Partnerships. Return is due for fiscal year ended May 
31, 1946. 


Fiduciaries. Return is due and one fourth of tax is pay- 
able for fiscal year ended May 31, 1946. One fourth of 
tax is payable for fiscal years ended August 31, and 
November 30, 1945, and February 28, 1946. 


Exempt corporations. Return on Form 990 is due from 
certain exempt corporations with accounting periods 
ended March 31, 1946. 


31 Excise taxes. Returns for July, 1946, are due and taxes 
are payable. 
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May Employment 
Trends 


GAIN of more than one and one half million in 

May brought civilian employment up to the 
level of V-E day, according to preliminary estimates. 
The total number of persons employed or in the 
Armed Forces was also approximately 1.2 million 
greater than in April, with military personnel reduced 
about 400,000. 

Sharp increases in both agricultural and nonagri- 
cultural employment which characterized the two 
preceding months were repeated in May. Continued 
gains in construction accounted for almost half of the 
April-May rise in nonagricultural employment. The 
return to work of many of the miners during the 
period of truce contributed to an increase of more 
than 200,000 in mining employment. Despite the coal 
strike, manufacturing employment registered approxi- 
mately an additional 100,000 persons, owing mainly 
to the resumption of operations after the settlement 
of labor-management disputes in some industries. 
Hardest hit by the coal strike was the iron and steel 
group. In many industries such as the textile dyeing 
and finishing, and boots and shoes, employment was 
adversely affected by the freight embargo imposed 
because of the strike. 

As in preceding months, many of the nondurable 
industries showed significant contraseasonal strength, 
and a decline of 12,000 in May represented a far less- 
than-usual seasonal drop. In contrast with a drop of 
60,000 in May, 1939, the reduction in the apparel and 
leather groups amounted to only 8,000 this month. 
Government restrictions on the use of grain brought 
about a drop of 6,000 in the food industries, which 
normally expand employmertt between April and 
May. Extensive campaigns for recruitment of can- 
nery and food packing labor are under way in most 
states in an attempt to meet the need for approxi- 
mately 500,000 full-time and part-time workers. Since 
wartime sources of labor such as prisoners of war and 
foreign laborers will not be available this year, the 
drive will concentrate on housewives and vacationists, 
in addition to out-of-school youths. 


AGRICULTURAL EMPLOYMENT 


The seasonal upswing in agricultural employment 
continued between April and May, with fully an addi- 
tional one million persons engaged in farm work this 
month. This represents an increase of 4% over.a 
year earlier. Hired workers gained 400,000 workers 
during the month to total 2,214,000, while family work- 
ers rose by 750,000 to a total of 8,680,000. Although 


much of the additional help was supplied by women, 
a gain was also recorded in the number of men em- 
ployed. This increased volume of male agricultural 
employment reflects in part the movement of veterans 
back to farms. Estimates for May indicate that 
slightly over 9.5% of all male veterans of World War 
II who were employed in May were engaged in agri- 
cultural work. 


RECONVERSION PERIOD I 


Persons who had been employed in war industries 
have fared worse, on the whole, than nonwar workers 
during the country’s reconversion to peacetime activ- 
ity. In a series of studies undertaken by the Bureau 
of Labor Statistics, it was found that one fourth of 
the war workers covered by the surveys were unem- 
ployed in the winter of 1945-46. Women and older 
workers constituted the greater proportion of this 
group, with 34% of the women war workers gain- 
fully employed as compared with 74% of the men. 
Although, more than one fourth of the women had 
withdrawn from the labor market, the proportion of 
unemployed women still in the labor force was almost 
three times as great as of men. Unemployment was 
greatest among workers employed in communities 
which were virtually dependent on one industry dur- 
ing the war. 

The distribution of workers among industries and 
occupational groups had changed by the winter of 
1945-46, but it was not the same employment pattern 
that had been set before the war. Agriculture and min- 
ing suffered the severest losses to other industries, and 
construction, the service industries, transportation 
and other public utilities also reclaimed relatively 
fewer workers from the wartime labor pool than they 
had put in it. 

The end of the war meant reduced earnings for 
most of the workers surveyed by the BLS. All the 
war industry groups showed sharp declines in average 
weekly earnings between the spring of 1945 and the 
winter of 1945-46, and while the reduced earnings 
were largely the result of a decline in hours worked 
the redistribution of workers, occupationally and in- 
dustrially, contributed to the shrinkage in wage in- 
come. Among nonwar workers, the situation was 
markedly different, with less than 5% unemployed 
and less than 3% withdrawn from the labor market. 
Over three fourths were still working for their war- 
time employers, and on the whole, there was little 
shifting to new fields. Reductions of earnings for this 
group tended to be less severe, and workers in some 
of the units averaged more per week when resurveyed 
than during the spring of 1945. 


Rosatyn D. Siecet - 
Statistical Division 
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